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By Mr. ANDREW of Massachusetts: A bill (H. R. 13001)
to enlarge and extend the post-office building at Haverhill,
Mass.; to the Committee on Public Buildings and Grounds.

By Mr. LANGLEY: A bill (H. R. 13002) to increase the
pensions of those who have lost limbs or have been totally
disabled in the same in the military or naval service of the
United States: to the Committee on Invalid Pensions.

By Mr, BEEDY: A bill (H. R. 13003) providing for the
erection of a public building at Portland, Me., and for other
purposes; to the Committee on Public Buildings and Grounds.

By Mr. ANTHONY: A bill (H. R. 13004) authorizing the
Secretary of War to lease to the Kansas Electric Power Co,, its
successors and assigns, a certain tract of land in the military
reservation at Fort Leavenworth; to the Committee on Mili-
tary Affairs.

By Mr. SUMNERS of Texas: A bill (H. R. 13005) amenda-
tory of and supplemental to an act entitled *An act to incorpo-
rate the Texas Pacific Railroad Co., and to aid in the construe-
tion of its road, and for other purposes,” approved March 3,
1871, and acts supplemental thereto, approved, respectively,
May 2, 1872, March 3, 1873, and June 22, 1874 ; to the Committee
on Interstate and Foreign Commerce.

By Mr. ARENTZ: A bill (H. R. 13006) to authorize the ac-
quisition of a site and the erection of a Federal building at
Lovelock, Pershing County, Nev.; to the Committee on Public
Buildings and Grounds.

By Mr. ROUSE: Joint resolution (H. J. Res. 392) providing
for the delivery of mail notwithstanding failure to provide re-
ceptacles therefor ; to the Committee on the Post Office and Post
Roads.

By Mr. RAINEY of Illtnais Joint resolution (H, J. Res. 393)

providing for the appointment of a joint commtttee of Congress
to investigate the holding of initiations and ceremonies in the
United States Capitol and other public buildings by the Ku-Klux
Klan; to the Committee on Rules.

By Mr. FAIRCHILD : Joint resolution (H. J. Res. 394) limit-
ing the operation of the immigration act of May 19, 1921, as
amended by joint resolution of May 11, 1922; to the Committee
on Immigration and Naturalization.

By Mr. ROUSE: Resolution (H. Res. 451) directing the Post-
master General to transmit to the House of Representatives cer-
tain information relative to the manufacture of covers of door
slots and mail receptacles for use of the United States City
Delivery Service; to the Committee on the Post Office and Post
Roads.

PRIVATE BILLS AND RESOLUTIONS.

Under clause 1 of Rule XXII, private bills and resolutions
were introduced and severally referred as follows:

By Mr. CHINDBLOM: A bill (H. R. 13007) granting a pen-
gion to Alonzo G. Hindman ; to the Committee on Invalid Pen-
sions.

By Mr. COLE of 'Ohio: A bill (H. R. 13008) granting a pen-
sion to Allie Powell; to the Committee on Invalid Pensions.

Alsp, a bill (H. R. 13009) granting a pension to Rebecca M.
Pickel; to the Committee on Invalid Pensions.

Algo, a bill (H. R. 18010) granting an increase of pension to
Lula Reeder; to the Committee on Invalid Pensions,

Also, a bill (H. R. 13011) granting an increase of pension to
Catherine Boardman; to the Committee on Invalid Pensions.

Also, a bill (H, R. 13012) granting an increase of pension to
Ralph Waite ; to the Committee on Invalid Pensions.

Also, a bill (H. R. 13013) granting an increase of pension to
Mary C. Cole; to the Committee on Invalid Pensions.

By Mr. CROWTHER: A bill (H. R, 13014) granting an in-
crease of pension to Martin G. Lyons; to the Committee on
Pensions, :

Also, a bill (H. R. 13015) granting a pension to William
Schuyler; to the Committee on Pensions,

Also, a bill (H, R. 13016) granting an increase of pension to
Catherine Brower ; to the Committee on Invalid Pensions.

By Mr. FITZGERALD: A bill (H. R, 13017) granting an in-
crease of pension to Alexander LeClaire; to the Committee on
Invalid Pensions.

By Mr. GREEN of Iowa: A bill (H. R, 13018) granting a pen-
sion to George H. Howe; to the Committee on Invalid Pensions.

By Mr. LONGWORTH : A bill (H. R, 13019) granting an in-
crease of pension to Caroline Carruth; to the Comumittee on In-
valid Pensions.

Also, a bill (H. R. 18020) granting a pension to Susan Bru-
naugh; to the Committee on Invalid Pensions,

By Mr. McKENZIE: A bill (H. R. 13021) granting a pension
to Angie Page; to the Committee on Invalid Pensions.

By Mr. MAPES: A bill (H. R. 13022) granting a pension to
Elijah Burt; to the Committee on Pensions,
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Also, a bill (H. R. 13023) granting a pension to John Bern-
hardt; to the Committee on Pengions.

By Mr‘ MONDELL: A bill (H. R, 13024) for the rellet ot
August Nelson ; to the Committee on the Public Lands.

By Mr. MOORE of Illinois: A bill (H. R. 13025) granting
a pension to Anna Danison; to the Committee on Invalid
Pensions,

By Mr. ROBSION: A bill (H, R. 13026) granting an in-
crease of pension to William 8. Arnold; to the Committee on
Pensions.

By Mr. SNELL: A bill (H. R. 13027) granting en increase
of pension to Alice Howe; to the Committee on Invalid
Pensions.

Also, a bill (H. It. 13028) granting an increase of pension
to Mrs. Cashmere Russell; to the Committee on Invalid
Pensions,

By Mr. VESTAL: A bill (H. R, 13029) granting an increase
of pension to Dennis Conner; to the Committee on Pen-
sions.

By Mr. VINSON: A bill (H. R. 18030) granting an increase
of pension to Thomas M. Benton; to the Committee on
Pensions.

By Mr, VOLSTEAD: A bill (H. R. 13031) to permit Mahlon
Pitney, an Associate Justice of the Supreme Court of the
Unifed States, to retire; to the Committee on the Judiciary,

PETITIONS, ETC.

Under clause 1 of Rule XXII, petitions and papers were laid
on the Clerk’s desk and referred as follows:

6459. By Mr. COLE of Ohio: Petitions of the various churches
of Upper Sandusky, Ohio; the Methodist Protestant, Methodist
Episcopal, and Presbyterian Churches of Forest, Ohio; and the
Methodist Episcopal and Methodist Protestant Churches of Ar-
lington, Ohio, indorsing H. R. 9753, providing for Sunday ob-
servance; to the Committee on the District of Columbia.

6460. By Mr. KAHN: Petition of 4,716 citizens favoring an
amendment to the so-called Volstead prohibition law, allowing
the manufacture and sale of light wines and beer; to the Com-
mittee on the Judiciary.

6461. By Mr. KELLY of Pennsylvania: Petition of the Sons
and Daughters of Liberty, members of Turtle Creek Valley
Council, No. 191, and citizens of Pennsylvania, asking for the
passage of the Towner-Sterling bill, for the creation of a de-
partment of education; to the Committee on Education.

6462, Also, petition of the legislative committee of the Ameri-
can Legion, urging passage of the adjusted compensation meas-
ure; to the Committee on Ways and Means.

6463. By Mr, KISSEL: Petition of Francis M, Savage, North—
west Savings Bank, Washington, D. C,, regarding the Riggs Na-
tional Bank opening a branch bank at Eighteenth Street near
Columbia Road, District of Columbia; to the Committee on the
District of Columbia.

HOUSE OF REPRESENTATIVES.
Saruroay, November 25, 1922.

The House met at 12 o'clock noon, and was called to order
by the Speaker.

The Chaplain, Rev. James Shera Montgomery, D. D., offered
the following prayer:

In this moment of silence, our Heavenly Father, speak to us.
Thou alone art able to whisper to the human heart. Do Thou
vitalize all good purposes, all noble vows, and all desires after
the best things of life. May we never forget Thy benefits and
may our memories be quick to retain all Thy gracious mercies.
0O God, be with our country. In all our material greatness
may there be at its roots the fear of God and the love of virtue,
Enable us as a people to grow in moral energy, expand in intel-
lectual happiness, and contribute to the spiritual hope and
salvation of mankind, In the name of Jesus, our Savior.
Amen.

The Journal of the proceedings of yesterday was read and
approved.
THE MERCHANT MARINE,

Mr. GREENE of Massachusetts. Mr. Speaker, I move that
the House resolve itself into Committee of the Whole House
on the state of the Union for the further eonsidemtion of the
bill H. R. 12817,

The SPEARKER. The gentleman from Massachusetts moves
that the House resolve itself into Committee of the Whole
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House on the state of the Union for the further consideration
of the bill H. R. 12817. The question is on agreeing to that
motion.

The motion was agreed to.

The SPEAKER., The gentleman from Connecticut [Mr, Tr-
son] will resume the chair,

Thereupon the House resolved itself into Committee of the
Whole House on the state of the Union for the further con-
sideration of the bill H. It. 12817, with Mr. Tizsox in the chair,

The CHAIRMAN. The House is in Committee of the Whole
House on the state of the Union for the further consideration
of the bill H. R. 12817, which the Clerk will report by title.

The Clerk read as follows:

A bill (H. R. 12817) to amend and supplement the merchant marine
act, 1920, and for other purposes.

Mr. GREENE of Massachusetts. Will the gentleman from
Alabama [Me BANKHEAD] please use some time?

Mr. BANKHEAD. Mr. Chairman, I yield 15 minutes to the
gentleman from Wisconsin [Mr, FREAR],

Mr., FREAR. Mr. Chairman, I ask unanimous consent to
extend my remarks in the Recorp on the subject of taxation,

The CHAIRMAN. The gentleman from Wisconsin asks
unanimous consent to extend his remarks in the ReEcorp on the
subject of taxation. Is there objection?

There was no objection,

Mr. FREAR. Mr. Chairman, I desire to present to the
House later on the correspondence with Secretary of the
Treasury Mellon in regard to the enforcement of section 220
of the revenue law, 1921, and suggested legislation to meet the
situation. I will place it in the REcorp next week, and I think
it may be of sufficient interest to mention it at this time. I
trust that the Members will give it some attention when it is
placed in the Recorp. If will submit proposed tax measures
and other bills disclosed by the correspondence to be necessary
in my judgment.

Mr, Chairman, in the few moments given to me I can only
touch on one phase of this ship subsidy bill. It has been well
covered in other particulars by competent speakers,

Mr. Chairman, I am in favor of maintaining American ship-
ping and likewise good American standards of living for those
who pay the bills, What will this bill do? In a direct and
indirect subsidy it may cost the Government $75,000,000 or
more every year. That statement is made by those who claim
to know the effect of its provisions. The present wasteful
yearly cost of Government shipping controlled by Lasker is
about one-half that amount. I want to get away fromn Lasker's
control, but, to my mind, several serions objections are pre-
sented by this bill

After finding that the bill takes from the Treasury $125,000,000
for a fund to build more ships, we learn: First, we have 1,400
ships belonging to the Government which cost us $3,000,000,000,
according to the President’s statement. Now, they are worth
only $200,000,000, or 7 per cent of their cost, according to

~Mr. Epmonps, of the committee. It make take 20 or 30 years.

to dispose of these ships under the “asker administration; no
one knows. It is a bad situation from any viewpoint, but
from the frying pan into the fire may become infinitely worse.
The hearings show that Standard Oil and Steel have the great-
est fleet of ships now afloat. They will reap the largest bene-
fits from the bill, I understand. Those two companies are
now dividing about $1,500,000,000 in stock-dividend melons
between them, made up of extra profits that have been extorted
from the American public, and Standard Oil has exacted
about 774 per cent net profits from the people annually during
the past 10 years, which includes profits on its great fleet of
ships, This bill, I will show, is a thanksgiving turkey for
ftandard OiL
1 quote from page 42 of the hearings:

Mr. MErriLL. There are 1,600,000 gross tons of cargo ships, about
the same amount of privately owned fankers, and about a half million
gross tons of passenger ships registered for fore trade under the
American flag, privately owned, but the greater portion of that tonnage
is employed with the near-by or contiguous countries, such as the West
Indian or Mexican oil trade and the Caribbean countries.

Mr. Harpy. About a million and a balf of tankers, did you say?

Mr. MERRILL. Yes.

Mr. Baxkurap. Who are the principal owners of that tonnage at the
present time? What American companies are the chief owners and
pperators of that tonnage which you have just described?

OUR GUARDIAN ANGELS.

Mr. MeprirL, I think the la t single private American owner
would be the Standard Oil Co. The United Fruit Co. is a large owner,
The United American Line combination have a large tonnage; the
Luckenback Line; the Gulf, Tidewater & Sinclair Oil Co.; the American
flagships of the International Mercantile Marine ; the W, E. Grace Co.;
the Steel Products Co.

Mr. BAxkHEAD. Who are the Steel Products Co.?

by the Senate.

Mr. MerrILL. That is the export end of the United States Steel Co,

Mr. BANKHEAD, Those are the principal owners. As a matter of
fact, there are only a very few individual owners?

Mr, LASKER. Yes, sir. That is what I meant.

Mr. EDMONDS, Mr. Chairman, will the gentleman yield?

Mr., FREAR. Yes; certainly.

Mr. EDMONDS. Please just make that the United States
g‘n:’l(t Co., so as not to confuse it with the United Co., of New

OrK,

Mr. FREAR. I am glad to do so. The Gulf & Sinclair Oil
Co. 1s now consolidated with the Standard Oil of Indiana, I
understand. This is known as the Mellon Oil Co. I propose
to show in the Mellon correspondence that Mr. Mellon started
the stock dividends melon cuttings with the Gulf Oil Co. for
the Standard Oil and other companies, which later followed
suit with over a billion and a half dollars in the aggregate.

I sat here the other day feeling great sympathy for our dis-
tinguished friend from Penngylvania [Mr, Epamonns], whom I
admire very much, while his eyes filled with tears as he told
about the sad sensation that came over him when the Magnolia
or Mongolia left the shores of the Orient for home. I believe
he was standing there at the time on the dock thinking of
home. He wept copiously, and I do not blame him. Under-.
standing him as I do, it is fair to say my eyes also filled with
tears as I stood on the dock at Shanghai two years ago, but
for a different reason. 1 stood there on the wharf—that is
the Standard Oil wharf, the only real wharf of any kind there
is at the anchorage below Shanghai, I stood there while they
loaded up with 3.000 barrels of crude oil for our vessel, the
Great Northern. 1 said to the captain, “ What are you paying
for your oil?” He answered, “$7 per barrel.” Seven dol-
lars a barrel on oil placed in Shanghai at about 50 cents hy
Standard Oil. Fourteen hundred per cent profit, practically,
charged Uncle Sam by Standard Oil, That is the particular
cencern that is especially favored by this bill, and as I stood
on the dock and noted the extortion my eyes filled with tears
from indignation. [Applause.] That was in August, 1920, and
the record of Government purchases will show whether or not
my statement is correct, or rather whether the information the
captain gave me was correct. It was 37 a barrel for crude oil
in Shanghai, or $21,000 for fuel paid to this great monopoly
that now comes to us hat in hand through this subsidy bill.

This great Standard Oil Co. will get enormous benefits under
this bill. Let me tell you what it will get. Standard Oil
and Steel are to buy more ships under this bill at 4 per cent
interest rates—page 2—or less than the Government pays for
the money it borrows to loan these great companies. The
farmers of the country generally pay from 7 per cent to 10 per
cent interest on their loans, and the farmers of my State are
selling potatoes at 23 cents and wheat around $1 per bushel,
while the average net income of 10,000,000 farmers last year was
far below $500. . -

Standard Oil under this bill can borrow from the Govern-
ment at 2 per cent for 15 years—page T—while the Government
pays more than double that rate for the same money and the
farmer often pays four times that rate.

Under this bill Standard Oil gets many millions annually for
its ships that carry its own oll, that is thereafter sold at 77%
per cent net profit. Our farmers are paying higher freight
rates than ever before and selling their produce often below
cost.

Standard Oil gets a tax rebate for 1921—page 9—and tax de-
ductions for nine years. How much? Nobody knows from the
record. Farmers get no tax rebates.

Again, Standard Oil gets a tax rebate for 1921—page 12—
and tax deductions for nine years. How much? Nobody
knows. Labor gets no tax rebates. -

Again, Standard Oil gets a tax rebate for 1921 on page 17.
How much? Echo answer, “ Much.”

Again, Standard Oil gets a tax deduction from 1914 to 1921—
page 18—for decreased value of about 200 ships. During this
same time of war it made its greatest profits of sometimes
over 100 per cent annually, and we are to give back millions
of war taxes to such monopolies. How much are we giving to
farmers and labor?

Mr. EDMONDS. Mr. Chairman, will the gentleman yield
for a brief question?

Mr, FREAR, Yes; certainly,

My, EDMONDS. I just wanted to state that we are merely
perfecting the Jones Act, which was passed by the House and
All of those things you are talking about have
already been passed upon by the House and the Senate.

Mr. FREAR. I say this, that if the gentleman had at heart
the interests of the‘country, and not alone the interests of
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these oil and shipping people who are Interested here; if he
had at heart the interest of the people who vote in the elec-
tions, who pay the bills, he would strike these things out of
the bill, no matter where they originated. No man in this
House can explain what those tax features mean, It took an
expert to draw them.

But think about this proposition: The Standard Oil, with
its enormous -war profits, again comes up and takes this addi-
tional tax rebate, and it does that while it is getting 77 per
cent net profit on its annual past earnings for 10 years.

AMr. EDMONDS., We only do that in order to carry out the
express will of the House and the Senate.

Mr. FREAR, If he has expressed the will of the House
and the Senate through that 2 per cent 15-year interest rate
to these great monopolies, then the gentleman from Pennsyl-
vania indeed was not wise. Let me say before I go further
that I believe that Pennsylvania, the old Keystone State, would
have failed to return my good friend, of whom I think so much,
if this proposal had occurred before election—because we lost
New York, we lost Maryland, we lost New Jersey, we lost
s0 many States of the country, just due to bills of this char-
acter., and this is worse than anything I have ever seen in all
my experience here as a Member. [Applause.]

‘Mr. EDMONDS. I do not believe the question of that tax
entered into the eampaign at all,

Mr. FREAR. No; but the whole bill did. I concede that;
and I say if it had it could be shot so full of holes by any
man who undertakes to do so that it would look like a sieve,
and I do not pretend to be an expert in the business.

Under the bill war profits. and excess profits are rebated,
page 19—

Mr. EDMONDS. Let me ask you one question: Did you
vote for thé merchant marine act of 1919?

Mr. FREAR. 1 presume I did; I do not know; and that is
just the serious joke on Members. You put through things
like that. Among the many bills we have to trust you, be-
cause we can not have any idea what they are. We accept
your judgment until we learn it is not safe to do so, and this
thing we know about. You were afraid to bring this bill up
before election, Days and days we dallied here in the House
and you never brought it up. Now you are trying to jam it
through, when you know that three months hereafter it would
‘not. stand the ghost of a chance of passage. °

Mr, EDMONDS. I was not afraid to bring it up before the
election. :

Mr, FREAR. I do not know that the gentleman from Penn-
sylvania was, I am speaking of those who were responsible for
it, and I do not think the gentleman himself is largely re-
sponsible for it. 1 assume it is Mr. Lasker and the gentlemen
whom Mr. Lasker represents,

Mr, J. M. NELSON. T think the gentleman from Pennsyl-
vania [Mr. Epmoxps] wounld never have stood for this if he
had known or understood what they stood for.

Mr. FREAR. I think he would not, because I admire him
very much,

Mr. EDMONDS., All this money is to be used for new ship
construction ; the gentleman realizes that,

Mr., FREAR. I realize that you are putting these hundreds
of millions of dollars into the pockets of a few favored monop-
olies, and that you could not go before the country for a
moment with your proposition, and you dare not let It go for
three months until the new Congress meets. You know it and
so do I, and I do not believe it will stand the ghost of a chance
of getting through the Senate; but I do not want my good
friends here, on the Republican side, whom I have tried to
persuade to stay in the straight and narrow path in the past—
I do not want them to fall down at this time, because I want
them, all of them, to be here two years from now.

The CHATRMAN. The time of the gentleman has expired.

Mr. FREAR. May I have five minutes more?

Mr. BANKHEAD. I will give the gentleman 10 minutes
more if he desires,

The CHATRMAN. The gentleman from Wisconsin is recog-
nized for 10 minutes.

Mr, FREAR. Thank you. I will not use it all.

Under the bill war profits and excess profits are rebated,
page 19, so that the bill reeks with favoritism, for Standard
0il and Steel were among the great war profiteers.

Who prepared these tax refunds and how many additional
millions will be lost to the Treasury? Nobody knows within
$100,000,000 during the next five years. Who will pay the bill?
The patient public always does.

What applies to Standard Oil and United States Steel ships
will apply to other vessels that receive subsidies under the bill.
No one knows the amount that will be involved because deduc-

l1;1om: are based on individual cases. Lasker is only a publicity

man who buys newspaper space with Government money and
floods Congress with propaganda for his bill. He does not
know how much this bill will cost the Government annually.
Nobody knows. Nobody can know.

-Every newspaper this morning comes out with edztor;a]
notices or with news notices telling us we ought to vote for
this bill. I should like to say what are behind these interests. °
Most men know. Why do these newspapers demand this?
Why do these newspapers demand the passage of a sales tax
upon the people? They do not represent the people. My friends,
they are not in touch at all with the people outside of Wash-
ington and possibly New York. I mean New York City. I do .
not mean New York State. And they have little influence in
New York City, because New York City went 400,000 against
themn, with practically every newspaper favoring their candi-
date. The press has little influence when it is not fair, and
Lasker's propaganda will not deceive many Members.

President Harding vetoed the soldiers’ bonus bill because it
did not have a sales tax, and we now face a $670,000,000 Treas-
ury deficit due to the repeal of the excess-profits tax. This
subsidy bill will take many millions more from the Treasury in
tax refunds that are already estimated to reach upward of
$500,000,000. How much will be lost the Treasury under this
bill again nobody knows. President Harding asked indefinite
postponement of the soldiers’ bonus bill. If we could wait over
four years before considering this ship subsidy bill and a vetoed
soldiers’ bonus bill, why not wait three months Jonger and take
up both propositions intelligently with the new Congress at a
special session? Why this haste?

I recommend that question to the committee that has pre-
sented this bill. Why was the bill not brought up before elec-
tion? It is an indictment of the whole proposition to try to
jam it through this expiring Congress when a certainty exists
it would be overwhelmingly defeated if presented four months
hence to the new Congress coming fresh from the people.

I do not believe anyone knows within $25,000,000 annually
what this bill will cost the country in tax rebates alone, and
I am not eriticizing the members of the committee, but why is
Mr. Lasker and his publicity board now forcing the bill npon
the administration and on Congress? No legislative body shonld
continue an appropriation for 10 years. That ebjection to the
bill alone is vital to any action now and discredits a measure
that was only saved by a special rule against the point of
order., I leave that to any ordinarily fair-minded man. That
objection in itself alone is vital to any action now, and dis-
credits g measure that was only saved by a special rule against
the point of order.

Mr., Chairman, I believe the President has been imposed
upon——

Mr. EDMONDS. Will the gentleman yield again, please?

Mr. FREAR. ‘Briefly; yes.

Mr. EDMONDS. The gentleman has referred to tax refunds
that he says are already estimated to reach upward of $500,-
000,000. The gentleman means, of course, covering a period of
10 years?

Mr, FREAR, T am not referring now fo the shipping bill at
all. That refers to the tax refunds that we are making from
the Treasury on taxes heretofore paid, refunds under the secret
methods in vogue there, and it is estimated that they will reach
£500,000,000 in the aggregate.

Mr. EDMONDS. Who estimates that they will reach $500,-
000,0007

Mr. FREAR. The New York Commercial, the New York
Times, and I will put all that in the R:conn in my Mellon
correspondence. This $500.000,000 tax-refund loss is in addi-
tion to the fact that the Treasury is $670,000,000 in the hole
now, according to Secretary Mellon, due to the repeal of the
excess-profits tax.

Mr. EDMONDS. Does the gentleman mean $500,000,000 a
year? 3

Mr, FREAR. No; in all the tax refunds that they are pro-
posing against the money collected. I am not referring to the
shipping bill when I speak of $500,000,000 in tax refunds. I can
not explain fo the gentleman any further. The refunds pro-
posed in this bill are in addition to the $500,000,000 in tax re-
funds now being made.

Mr. EDMONDS., The gentleman ought to be fair about it.

Mr. FREAR. I am certainly trying to make my statement
fair,

Mr. Chairman, I believe the President has been imposed upon.
I believe the President has been badly advised regarding this
bill and its effect on Ameriéan shipping. I do not believe this
ship subsidy will recommend itself to 1 per cent of the farmers
and laborers of the country, who eventually are said to pay the
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bills. It fattens profits for Standard Oil, United States Steel,
and other monopolies, and little benefit will trickle down to the
country.

From my own viewpoint, much as I hesitate to differ from
its supporters, gentlemen on this Republican side whom I ad-
mire—and you are all friends of mine—I believe the bill is
indefensible and ought to be defeated. [Applause.] I yield
back the remainder of my time.

The CHAIRMAN. The gentleman yields back five minutes.

Mr. GREENE of Massachusetts. Mr. Chairman, I yield to
the gentleman from Indiana [Mr. Woop] 20 minutes.

Mr. WOOD of Indiana. Mr. Chairman and gentlemen of the
committee, I wish to preface my remarks by saying that I am
glad this very serious debate is tinctured with some humor,
It is humorous indeed to see the gentlemen on my right applaud
the gentleman from Wisconsin [Mr. Frear]l, who has just ad-
dressed us, when you well remember that whenever he appears
speaking to this same committee with reference to appropria-
tions for rivers and harbors you hiss him. So it is not entirely
without humor, Now, to the matter in hand,

Mr, FREAR. Will the gentleman yield?

Mr. WOOD of Indiana. Yes.

Mr. FREAR. I want to say that the old-fashioned pork bar-
rel has gone out of existence and we have substituted the
Budget bill.

Mr. WOOD of Indiana. To the mind of the gentleman from
Wisconsin it will be back in the next Congress, and his vitupera-
tion will be renewed with all its vehemence.

Mr. FREAR. And I hope to have the gentleman from Indi-
ana with me.

Mr. WOOD of Indiana. Against any needless waste, but not
against necessary public improvements,

Although there can be no questioning the fa'ct that the ship-
ping industry of the world to-day is in a most unfavorable
situation, the usual statement that this is due to world-wide
depression is not strictly correct. Foreign trade figures ex-
pressed in values show a tremendous falling off in that trade;
but careful compilations of the movements by volume of quan-
tity show that, for the United States at least, much more cargo
is being moved in the foreign trade than before the war and
only a relatively small amount less than during the boom
vears of 1919 and 1920. The cause for the depression does not
lie wholly with lack of cargoes, but must be sought elsewhere.

The United States increased its merchant marine, counting
both privately and nationally owned, from a total of 1,066,288
gross tons registered for the foreign trade in 1914, to 11,077,398
tons similarly registered for the year 1921. This was an
increase of our own foreign-going merchant marine of 1,000
per cent, The average aunual increase in gross tonnage of the
world's merchant marine immediately prior to 1914 was about
2,800,000 gross tons per year. In the United States, from 1918
to 1921, our total merchant marine increased from 9,924,518
tons to 18,282,136 tons, an increase in three years of 8,357,618
tons, or an average increase of 2,785,873 tons. In other words,
the United States merchant marine alone increased for three
vears at the rate which the world's shipping increased before
the war.

Of course, during the war there was a heavy demand for
shipping, and at the same time there was much tonnage with-
drawn from commercial operation by military requisition or by
internment. After the armistice and after the repatriation of
the allied troops the requisitioned and the interned tonnage
was released and thrown upon the market. This amount of
tonnage, taken on a collapsing speculative market, completely
glutted all demands for shipping.

While it is true that there is both a shortage of cargo and
a surplus of shipping facilities, if factors so interrelated can
be considered separately, it is equally safe to state that the real
cause for the present shipping depression lies in the surplus
of tonnage with relation to the 1914 figure rather than to any
decrease of cargo from that figure.

Such a condition is not new, although it is one which has
not particularly interested this country before. British owners
have more than once, in depressed times, considered mutual
lay-up of tonnage by agreement, with a view of stabilizing the
market for the balance of their ships, It was the tremendous
production of American yards as a war emergency that con-
spicuously overtonnaged the world fromr a peace standpoint,
and to-day the greater part of surplus shipping of the world
18 laid up under the American flag. The future can not be
forecast without considering the disposition of this surplus.

The American tonnage in foreign trade is largely the Gov-
ernment tonnage, The Government can not dispose of its hold-
Ings, now being operated at heavy loss, until private enterprise

has established adequate services to an extent equivalent to
the Government services. On the other hand, private owners
can not establish such services alongside Government lines and
in competition with them, for competition is so keen to-day
that only the cheapest-run ships can live, and American vessels
are almost the most expensjve to operate.

In addition to its purpose of bringing into being new ships
of special types, one of the greatest advantages of the subsidy
bill at present under consideration by Congress lies in the fact
that it should remove sufficient of the handicap under which the
American owner suffers to permit him to buy out the active
Shipping Board tonnage. This would be a step in advance of
immeasurable worth.

But overshadowing any purchase of Government tonnage
there is one fear which has not so far been removed. This
shadow is what Chairman Lasker, of the Shipping Board, has
called “ the menace of surplus.” It is doubtful if, under the
happiest conditions, the American flag will need the Shipping
Board tonnage in its entirety, and ways and means must be
found to dispose of such of the good tonnage as remains so
that American interests will not be hurt. Under no eircum-
stances must the surplus that America can not absorb be dis-
posed of so as to bankrupt those who buy from the Government
at current prices.

Automatically the poor tonnage must be done away with.
For if we permit a potential surplus to remain—swith the pos-
sibility of its use in only abnormally prosperous times, when
any tonnage can be profitably operated—the burden of loss will
fall on the good tonnage in times of adversity without full
enjoyment of profit in time of prosperity, and thus we depress
the price of all of our tonnage, and so it will come to pass
that we shall liquidate the whole for less than we could liqui-
date the good part. '

It is the unneeded surplus, in ships as in all else, that deter-
mines the market, and the same circumstances that forced some
farmers to burn their corn last winter demands that, at least in
so far as the uneconomiecal 3,000,000 tons of freighters go, we
recognize that one of our problems is to force its disappearance
from the market. It we are to induce private investment in
American ships, it must be under an assurance as to what will
be done with the surplus tonnage, plus an assurance that the
Government will retire from operation, for private owners
can not live and can not finance themselves with those two
swords of Damocles hanging over their heads.

If the carefully considered measure of Government aid now
before Congress be passed substantially unchanged, and if the
threat of the unsold ships be guarded against in an effectual
manner, I believe that much of the cause of the present over-
tonnaging will be removed, and that the health of the world's
shipping industry, particularly with regard to the renascent
American merchant marine, will show immediate and remark-
able improvement,

The situation to-day is radically different from that on any
previous occasion when aid to our merchant marine has been
considered by Congress. Three recent developments create this
difference.

First. Our national prosperity depends upon our having a
merchant marine. No nation, not even ours, though it is
dowered with the greatest natural wealth of all, is to-day self-
sufficient. Modern civilization is so complex that every country
is dependent upon others for vitally necessary materials. As
industry develops this interdependency becomes greater.

Not only is our interdependence naturally increasing, but our
national trade balance has been reversed by the war. No longer
do we seek abroad to finance American development. No longer
do our foreign creditors welcome the products of our farms,
mines, and factories in payment of the interest on the debts we
owe them, -

To-day those same nations owe us billions of dollars. They
can only pay their debts by production. They are competing
with us for the same markets, If we can not deliver our own
goods, we need not expect our competitors to aid us in so doing.

Second. Our national defense demands a merchant marine.
By international agreement the war-time powers are limiting
their fighting fleets. Our allowed strength will be only a paper
ratio without a strong and diversified merchant fleet,

We have never been able to supply enough auxiliaries to coal
and supply our Navy or to transport an army. With lessened
numbers of warships the large fast merchant vessels become
potential fighting ships themselves. Our lack of these is almost
complete.

If merchant ships are not built, our shipyards, denied naval
work, will decay. "Thousands of skilled artificers will seek
other employment. The art of shipbuilding will. become a
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well-nigh lost one, and with it will go the power to increase,
should war clouds bank, a deficient fleet or quickly to repair a
damaged one.

Third, The question of a merchant marine is no longer
academie, Hastily built, unbalanced, and partly unsuitable
as it is, we have to-day a merchant marine. Our problem is,
What shall we do with it?

The Government is maintaining this fleet until the effective
tonnage can be sold and the ineffective vessels disposed of.
Meanwhile it is operating on essential trade routes about one-
third of its ships. The maintenance and operation of this fleet
costs $50,000,000 a year in operating loss alone,

Our fleet is deteriorating, our losses are great, and we are
providing nothing for the future. The private shipowner can
not afford to purchase from us under present conditions, yet
continued governmental operation will drive him, our potential
customer, off the seas.

We can not sell the ghips we have nor induce the construc-
tion in our yards of the vital types we sorely need because
of the American standard of living. Labor in America is bet-
ter paid than in any other maritime nation. Our shipowners
must bear the higher costs of ships built by American labor
and of crews obtained in American ports, and with this burden
struggle for-the trade of the world against ships built and
manned by cheaper labor.

We must insure the continuance of our shipbuilding indus-
try, and we must have a force of Americans trained to the sea
for national defense, if for no other reason. But obviously we
can not expect the shipowner to bear alone the higher cost
of these necessities, especially when it is remembered that
America will be a newcomer in the field.

Other nations are intrenched in the trade, established, or-
ganized, with years of experience, reputation, and good will to
carry them. We must begin at the beginning and, overcoming
the inertia of trade, divert it to ourselves. This, under de-
pressed shipping conditions and while carrying the highest
labor costs, is beyond the power of any shipowner unaided.

Because an efficient merchant marine is essential, because
we can not lose what progress we have made, because ship-
ping is the one key industry unprotected and impossible of
protection, we must grant it aid. It is not a guestion of sub-
sidy or no subsidy; it is a question of achieving the greatest
result with the least outlay, The method only is open to dis-
cussion, for we are to-day subsidizing our State-owned ships
far more than would maintain them against foreign competi-
tion were they in private hands.

If it be accepted that America must have a merchant marine,
built and manned by workmien under the American standard
of living, then America must help bear the cost. Sixty years
of history have shown that we can not compete unless the dif-
ference between American and foreign standards be com-
pensated for.

Accordingly it is proposed that a system of direct aid in part
compensation of this difference be extended. All possible indi-
rect aids are to be provided, and the money compensation be-
comes applicable only if the indirect aids do not suffice, The
result will be to develop and strengthen our foreign commerce,
give us effective naval auxiliaries, and permit the sale at
reasonable prices of the Government's war-time shipping.

Previous measures in aid of shipping have failed in instances
because of changing conditions. Others, for the same reasons,
have given too much. Legislation can not be all-foreseeing.
We must grant sufficient aid—for inadequate aid is utter loss
and is worse than none at all—but we can not allow any sem-
blance of profiteering.

We Americans pride ourselves sometimes on being a good
business people. And yet a view of the statistics on the ship-
ment of commodities overseas during 100 years will prove con-
clusively that we have not been as wise as we might have been.
Millions of dollars that should have remained at home have
gone abroad. T am not taking a narrow view of international
relations. We want nothing that the peoples of other countries
are entitled to, but I maintain that it is our duty to see that
we get our fair share, the share that in justice belongs to us.

Figures compiled by the Department of Commerce show that
the value of commodities exported by sea from the United
States for 100 years, beginning with 1821, was $86,629,076,814,
while the imports for the same period amounted to $62,174,-
102,566, making the total commerce in foreign trade by sea
$148,803,179,380. Of this total, vessels under the American flag
carried only $35,631,382909, or about 24 per cent, leaving 76
per cent carried by alien bottoms. As the British merchant
marine represents about 50 per cent of the foreign tonnage
engaged in this trade, it therefore is evident that their par-

LXIIT—13

ticipation in our commerce would amount to about 88 per cent
of the total amount, or $56,545,208,164.

It is safe to say that of this sum 25 per cent was paid out
for freight, insurance, banking, and other charges which went
into the hands of foreigners. Thus the American vessels dur-
ing that 100 years earned $8,907,845,754 for American interests;
the sum of $28,292 940118 went to foreign interests. This is
in sharp contrast to what happened between 1821 and 1862,
when we had a real merchant marine. During that period an
average of 80 per cent of our total commerce was carried in
American bottoms. Between the Civil War and the World
War we carried but 19 per cent-of our commerce, and the out-
flow of American dollars was steadily increased. As a result
of World War conditions, shipping increased from 1914 to
1920, Our tonnage grew. Rates were high. During this
period the total commerce by sea was $47,626,671,810; of this
amount American-flag vessels carried $12,120.630,431, or about
26 per cent of the total. On the other hand, the foreign-flag
vessels carried $35,497,041,379, or about 74 per cent. Of the
foreign countries Great Britain carried the lion's share, nanely,
$19,811,387,720, or abont 42 per cent of the total commerce.
Applying the factor of 25 per cent for transportation and
other eharges, we find we have enriched British shipping in-
terests in only seven years with $4,952 846,930, and other for-
eign countries to the extent of $3,021,413415, a total outgo of
$8,874,260,345, while on the same basis our American tonnage
retained in the country $3,032,407,608, or approximately but 24
per cent of the total revenue accrued from the carriage of our
commerce during a period that was memorable for high freight
rates and an enormous demand for our products.

Now, let us consider again the hundred-year period from
1821. I have shown that in that time we allowed foreign in-
terests to take from us $28,292,949,118 which should have been
spent in America. What does that sum represent?

From the foundation of the Government until now our total
expenditures for the improvement of rivers and harbors and
canals, exclusive of the Panama Canal, were only $1,036,079,-
202.35. The Panama Canal, including its fortifications, cost
$479,851,938.08, bringing the total for all waterways up to
$1,515,931,141.83, or about one twenty-fifth of the amount we
gave foreigners in 100 years.

So much for the past. Let us consider the present. During
the past year the Shipping Board has been giving as good an
example of Governinent ownership and operation as can be ex-
pected. And yet its operation of ships is costing the Govern-
ment around $50,000,000 a year. And this fifty millions goes for
the operation of one-fourth the ships that should be in service
under the American flag if a real.merchant marine were afloat.
At this rate, supposing further reductions in the cost of opera-
tion might be made, to operate an adequate Government-owned
merchant marine would cost at least $150,000,000 a year.

Subsidy? Mr. Chairman, we have & subsidy, an uneconomical
subsidy, a wasteful subsidy, running full blast. Congress for-
bade the Shipping Board to build new ships, therefore what
tonnage we have is deteriorating daily. Of the 1,500 ships we
own, 1,100 are tied up, 400 are being operated, and as they
wear out we will have no good ships to replace them. But our
competitors will, As well tell a factory owner to confine him-
self to old machinery while his rivals are using the most modern
equipment the market affords, .

As long as we continue Government operation we will make it
practically impossible for private operators to exist. The cal-
culated cost of operating the Government fleet does not take into
consideration the original cost of the ships. It is simply the
difference that lies between the man who has a farm given to
him and one who has to buy a farm of the same size. The
former has no mortgage to pay off, no interest on that mortgage
to meet. The latter starts with too big a handicap. Therefore
the longer the Government operates its ships the more harm it
is doing to the real development of an American merchant
marine.

Furthermore, the longer the Government operates ships the
deeper it is digging into the Treasury, the heavier the burdens
it is laying upon the taxpayers of the country. Even by effi-
cient operation tens of millions of dollars will be lost annually.

President Harding has made it plain that it costs $50,000,000
a year to operate Government ships, as against $30,000,000 for
a subsidy to private operation. But, as I pointed ouf, that
$50,000,000 is being paid out for only one-fourth of a real mer-
chant marine, while the $30,000,000 for subsidy to private own-
ers will go for a full-fledged, well rounded out merchant. marine
in keeping with the needs of the country. It will go to en-
courage building of ships In American yards. It has been esti- -
mated that about 75 per cent of the subsidy will go to American




194

CONGRESSIONAL RECORD—HOUSE.

/

NOVEMBER 25,

labor. It will reach down into the mines, where the ore is dug;
thence to the smelters, where that ore is turmed into steel;
thence to the metal trades, where the steel parts that go into
ghips are made; and, finally, so far as building is eoncerned, to
the shipyard workers, who will assemble that metal into ships;
and finally to the American seamen, who will man the ships,
for the majority of all crews must be Americans.

Just now the Government is offering for sale the land and
buildings that go to make up the famous Hog Island shipyard,
ouiside of Philadelphia. That shipyard, built in war emer-
gency, cost the Government $65,000,000. If the Government
had taken care of its merchant marine prior to the war we
wonld have had enough shipyards running, enough skilled ship-
builders employed, to meet the sudden demands of war. But
our shipyards and our ships had been neglected—in fact, we
had no ships—and so we had to lavish money on shipyard
development. The cost of that one yard—$65,000,000—would
pay the proposed subsidy, when running at a maximum, for
two years. Another case of mistaken economy on the part of
a nation that prides itself on being businesslike,

Now, as to the sale of our ships. Who is going to pay any-
thing for-a ship now when he knows he will have to go into
competition with the Government, which cares nothing for
what its ships cost? Remove the Government as a competitor
with private citizens and the private citizens will go into the
trade. They will make work for shipyard laborers, but the
Government will not. Congress has told the Shipping Board
to build no more ships.

Opponents of this bill have said it is designed to enrich the
few at the expense of the many. What about freight rates?
Remove American ships from the seas and the foreigners will
raise the rates. The rates are lower to South America to-day
than ever. Why? Because before the American war-built
merchant marine went into the South American trade the for-
eigners had complete sway, the British taking the lead. They
charged what they pleased and gave what service they chose.

Do the grain producers of the country remember 20 years
back? What happened when the Boer War broke out? British
ships that had been carrying American grain were suddenly
withdrawn to meet the war needs of their country. American
grain was banked up along the railroads that led into the
Atluntic ports, and heavy losses were sustained. If we have
no ships of our own we are at the merey qf the foreign ship-
ping interests.

An adequate, efficient, and well-rounded merchant marine is
an essential to the continued prosperity of the agricultural
producers of the country.

Our farmers produce more than the country can consume,
and the price realized for the annual output depends upon the
extent to which the surplus can be marketed in other countries.

The only foreign States that touch our borders are farming
countries. Our farm products, therefore, can only be sold to
overseas nations. To reach these markets ocean transport is
required, and any inadequacy of our shipping facilities means
curtailment of exports and oversupply of the local market.

Since the World War conditions have radieally changed.
The United States is no longer a debtor nation, and her goods
no longer help pay the interest on the debt. Instead Europe
owes us billions of dollars, and everything she buys from us
increases the adverse balance and further affects her depreci-
ated exchanges, Her effort is now to avoid buying from us
and to obtain everything possible from other countries, espe-
cially those which are her own colonies or dominions.

The growth of Canada, Australia, and the Argentine as ex-
porters of cereals has been rapid, and as a result the United
States no longer holds her premier position as the world’s
granary ; she must compete for her markets, and the competi-
tion will be keen, indeed.

Now, it is obvious that our farmers are poorly equipped to
meet competition if the empire whose dominions are our chief
rivals as grain producers controls our sea transport. Our
surplus of cereals can only be marketed at such figure and to
such extent as that empire elects. Naturally the interests of
the American farmer will only be looked out for after those of
the Canadian and the Australian grower,

A great Englishman, referring with proper pride to the place
of his nation in history, said:

Time, and the ocean, and some guiding star
In High Cabal have made us what we are.

No country has a monopoly on time, on ocean, on guiding
star. These are all ours to use and enjoy to the fullest degree
if we will but take advantage of the present opportunity.

It remains to be seen whether we will embrace this oppor-
tunity, and by so <doing maintain the place we should maintain
as the foremost nation in world affairs, or whether we will

permit this opportunity to be frittered away and in humilia-
tion again see our flag disappear from the ocean. Aside from
the economic advantage of a merchant marine, if we are to
perform the part we should in the rehabilitation and uplift of
this weary old world the best way to do it is to keep the
Stars and Stripes floating at the masthead in every port on
all the seven seas.

Mr. GREENE of Massachusetts, Mr. Chairman, I yield to
the gentleman from Iliinois [Mr. MavpEN] 20 minutes.

Mr. MADDEN. Mr. Chairman and gentlemen, when the
World War was declared the United States found itself without
ships, We were about to transport to the field of war a large
force of soldiers. Nobody knew how many millions we would
be called upon to send to the other side. One of the important
elements in the success of our arms was ships. Ships were
needed not only to transport men but supplies of all kinds. We
were in a very embarrassing situation. We had to eall upon
European nations to transport our troops to France. We
authorized the administration to acquire ships either by con-
struction, requisition, or commandeering, or in any other way
they found it advisable to acquire them. They began the work.
They worked intensively at the problem, and yet we were called
upon to send the most of our troops in French. and English
ships. It was an impossible thing for the administration to
provide the ships in time for the immediate urgent need. No-
body expected the administration to be able to do that. They
did the best they could under very difficult ecircumstances.
When the war was over we had ships to bring the troops back,
and the administration did a first-class job in returning the
soldiers from France. I think it may be safely said that no
such achievement was ever accomplished in so short a time.
We have been trying to operate the ships that the war left us.
That was an inheritance of the war. Everybody agreed that we
must have the ships. They were built in response to a great
national need. Of course they cost a lot more money than you
can sell them for, and much more than you could build them for
now. But everything cost more then than it cost before or
will cost after.

Mr. LITTLE. Will the gentleman yield?

Mr. MADDEN. I will.

Mr. LITTLE, I notice the gentleman speaks of bringing the
troops home. Do I understand that we transported no troops
until after war was over?

Mr. MADDEN. Oh, no; we did transport some of the troops,
but the most of the troops were sent over in foreign ships. We
invested $3,300,000,000 in these ships. They were built for war
purposes and war purposes only at the beginning. It was thought
by the administration then in power fhat we ought to establish
a merchant marine, and they built many more ships than were
needed for the war. They did not cease the shipbuilding pro-
gram until April, 1921, When the war was closed we had 437
ships as the result of our effort to meet the needs of the war.
When the shipbuilding program was completed we had about
2,300 ships, and we find ourselves with over 10,000,000 dead-
weight tons of shipping.

Mr. GARNER. Will the gentleman yield?

Mr. MADDEN. Yes.

Mr. GARNER. Do I understand the gentleman to say that
after the armistice was signed any additional confracts for
building ships were made?

Mr. MADDEN. I did not say that. I said continued build-
ing ships,

Mr. GARNER. But the inference would be that they con-
tinued to build ships after the armistice as public policy. As I
understand, no ship was built except what had already been
contracted for.

Mr. MADDEN. I would not like to say about that definitely,
for I do not know.

Mr. GARNER. I am asking for information. My impres-
sion has been that no new contract was made after the ar-
mistice was signed.

Mr, MADDEN, I do not desire to make any misstatement
in connection with anything I may say here. I have no desire
to bolster up anything for the present administration or run
anything down that was done by the previous administration,
I am trying to state the facts. But I would like to state that
if the existing shipbuilding contracts had been canceled when
the armistice was signed we would not now be confronted with
the present problem and the Treasury would probably be two
billions better off.

Mr. GARNER. If any member of the Committee on the Mer-
chant Marine knows about it, I think it would be interesting.
I do not know.

Mr. MADDEN.
tain about it.

I think there were, but I would not be cer-
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* Mr, HARDY of Texas, If the gentleman will allow me, I
think there were no new contracts made after the armistice,
except it was for some minor ships to round out and carry out
the program. It was of a negligible amount.

Mr. MADDEN. So, you see, the gentleman from Texas
[Mr. Harpy] admits there was a program., What could the
program be if not to establish a merchant marine? The war
was over, and unless a merchant marine was contemplated
wisdom would have dictated the cancellation of the contracts.
But they were not canceled, and now we have the solution of
the problem before us.

Mr, HARDY of Texas.
whatever it was.

Mr, GARNER. But no public policy was adopted toward
inereasing the merchant marine—that is, a Government-owned
or a Government-built merchant marine—other than what was
arranged for, for war purposes.

Mr. MADDEN. I do not know about that.

Mr. LITTLE. Am I correct in the understanding that they
built about 1,900 more ships after the war closed?

Mr. GARNER. Yes:; on contracts made before the ar-
mistice. ;

Mr. MADDEN. However that may be, we find ourselves in
the possession of about 10,000,000 dead-weight tons of ships
as the result of those contracts,

Mr, J, M. NELSON. Mr. Chairman, will the gentleman
yield?

Mr. MADDEN. Yes.

Mr. J. M. NELSON. How much has the Committee on Ap-
propriations been called upon for to complete the ships since
the armistice?

Mr. MADDEN. Between four hundred and fifty and five
hundred millions, and no one knows how many hundred millions
previously appropriated was unexpended when the armistice
was signed. We find that in the attempt to operate these
ships since the war very great losses have been incurred, some-
thing about $200,000,000 a year, up to a year ago or « little
more. We find that if you add the losses which were incurred
in the operation of the ships to the cost of ship construction
that we have about $3,900,000,000 invested in the enterprise.
Under the present Shipping Board management we have been
able to reduce the losses to about $48,000,000 a year. Thirty-
gix million dollars of those $48,000,000 of loss ig not due to
ghip operation; it is due to the cost of maintaining the ships
that are tied at the docks or tied together in the streams—the
ships that are idle; and about $12,000,000 a year is lost be-
cause of the operation of the ships that are in service.

Mr, J. M, NELSON. Will the gentleman please explain how
there can be that expense to take carve of idle ships tied up?

Mr. MADDEN. You can not take care of idle ships without
putting men on board of them, and you can not take care of
them without hiring docks in many cases against which you
can tie the ships, and then there is the expense, whatever is
necessary, that must be incurred in order to prevent the ships
from deterioration and from sinking at the places where they
are tied. That involves the expenditure of a large amount of
money.

Mr. Chairman, as I say, we have reduced the losses to about
$48,000,000 a year. It is said by those who presume to know
that the total cost of a so-called subsidy under this act, if it
becomes an act, will never exceed $50,000,000 a year. It must
be manifest to everybody that if we are losing $48,000,000 a
vear to-day, that we are paying it, and how are we paying it?
We are paying it out of the Treasury of the United States, of
course; so that in effect we are paying a subsidy to-day. It
must be manifest also to everyone that if we continue as a Gov-
ernment agency to operate the ships we will continue to op-
erate them at a loss. More than that, at the end of a period,
and I do not know how long the period will be, we will find that
we have no ships to operate or to compete in the transportation
of commodities with the ships of the world.

Why do I say that? Because we are not going to rebuild
ships. We are going to operate the ships we have already
built, and if we operate them long enough they will wear out,
and if we substitute nothing in their place the American mer-
chant marine will go off the seas. Everyone will agree to
that. The question nmow arises whether we would prefer to
have the Government, through the Shipping Board, operate
the ships with a certainty at the beginning that the ships will
be operated for only a certain period of time until they wear
out, and that during all that period of time we will be losing
at the rate of forty-eight or fifty million dollars a year, or
ghall we turn these ships over to private enterprise and have
the private enterprise accept the ships at a reasonable ‘price

It is scarcely worth considering,

upon condition that we pay them something in order that
they may successfully meet the competition against the ships
of the world; and I understand we propose to sell the ships
only upon the condition that the men who take them will
renew the ships as the present ships wear out. In that way
we will continue to have ships flying the American flag, car-
rying American commerce to every nation in the world.

Mr, EDMONDS. Mr. Chairman, will the gentleman yield?

Mr. MADDEN. Yes,

Mr. EDMONDS. Does the gentleman think his committee
would look kindly on a request from the Shipping Board for
$125,000,000 with which to round out the fleet at the present
time?

Mr. MADDEN. I do not think we would; and, as far as I
am concerned, I am not in favor of granting to the Shipping
Board any such power or placing at their disposal any such
sum of money for any such purpose.

Mr, HARDY of Texas. The gentleman said that these ships
would be sold to private enterprise under obligation that the
private enterprise continue to keep the ships in operation.

Mr. MADDEN, If they are not sold upon that condition
there would not be any use of selling them.

Mr. HARDY of Texas. Is there anything in the bill that
provides for that?

Mr. MADDEN. If there is not, there should be. I would
say that personally I have never voted for a subsidy bill, and
I am frank to say that I would not vote for one now if I did
not believe that we have an obligation to meet which ought to
be met courageously. What is that obligation? We are the
trustees for $3,300,000,000 of an investment by the American
people. How are we going to manage this trust? Are we going
to permit a Government agency to attempt to operate the ships,
when everyone knows, on the face of the facts, that they can
not do it without loss? Everyone knows that a Government
agency can not operate a business as economically as a private
agency can. Why is that so? In the first place, it does not
matter how patriotic the men may be who are in charge of
the Government agencies or how much they may favor system
or economy in the conduet of the business with which they
are charged, hecause every time they try to economize any-
where by cutting expenses there will be an avalanche of pro-
tests from' men in every walk of life, and many times from
Members of Congress, against the reduction they propose to
make, and if it means that the forces are to be reduced, then
everybotdy everywhere who wants the patronage will demand
that the employees be retained. Therefore, after all, no matter
how able the Government agency may be, it is always handi-
capped ; no matter how honest those in charge of it may be or
how determined they are to economize, they are forced into a
system of extravagance by the pressure that is brought to bear
upen them.

Are we ready now fo say that that is what we want to con-
tinue, or are we ready to say that we want to eliminate the
possibility of any such practice? There can be no state of
doubt in the mind of anyone that we can not conserve this
property under a Government agency, but there is every reason
to believe that if we furn the property over under proper con-
ditions to private management we will be able to keep our
merchant marine flying the American flag, carrying the prod-
ucts of American labor to every port in the world.

I do not say, and I suppose no one can say with definite
assurance of the outcome, that any bill we pass will do what
is anticipated, but we have an obligation to try. If we can not
sell the ships under the provisions of thig bill, there will be
no subgidy paid. That is as sure as that the sun will shine
to-morrow. If we do sell them and they are operated success-
fully, we have a reasonable assurance that we will have a mer-
chant marine and that the cost of the merchant marine will
not exceed the cost which is now being paid out of the Federal
Treasury. Are you willing to continue fo pay because you can
do it without saying * subsidy,” or are you willing to say that
you will not pay under another system because you will have to
say “subsidy ”? It is as broad as it is long, so far as the pay-
ment goes. You will have to pay in any case, but in the one
case you have a reasonable assurance that youn are going to
get returns, that you are going to get a merchant marine flying
the American flag, that you are going to have auxiliary ships
to operate in a war-time emergency, whereas if you let the fleet
that now exists fade away from the face of the earth and
from off the seas you will be again confronted with the problem
that confronted us in the early days of the war just closed, and
you will have to solve it again.

Mr. GARRETT of Tennessee, Will the gentleman yield?

Mr. MADDEN. I will
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Mr. GARRETT of Tennessee. May I ask the gentleman if he
looks with favor upon the provision of the bill with respect to
permanent appropriations?

Mr, MADDEN. Well, I can say this: I think that ordinarily
a permanent appropriation ought not to be made in any event
in connection with any activity that engages it, but it must be
clear to all—it is clear to me—that unless you make a perma-
nent appropriation you can not enter into a contract under this
bill with anybody who may want to buy American ships. [Ap-
plause.]

The CHATRMAN. The time of the gentleman has expired.

Mr. GREENE of Massachusetts. I yield 10 minutes to the
gentleman from Illinois [Mr. MICHAELSON].

Mr, MICHAELSON. Mr. Chairman, as an aftermath to the
war which cost the world so much of blood and treasure the
United States finds itself in the possession of a fleet of 1,700
or more ships, built and acquired during that war to serve an
emergency and paid for with approximately $3,000,000.000 of
the people’s money, which it has been repeatedly admitted was
expelnded feverishly, extravagantly, wastefully, and imprae-
tically.

The Government, through its Shipping Board, has been en-
gaged for the past three or four years making use of a good
many of these ships in the shipping business, thereby com-
peting with old-established, highly successful shipping corpora-
tions, with the result that the profits of these corporations have
been considerably reduced and the Government has sustained
losses and deficits now reported to be at the rate of $52,000,000
per year,

The wail and the cry of those who complain of and condemn
the meddling of Government in business has been heard. Be-
hold! It is now proposed that the Government retire from the
shipping business, thereby reducing the people’s losses and
deficits in this instance by 50 per cent, contract for the sale of
the ships to those now engaged in the business or desiring to
engage therein at a greatly reduced price, and to pay to these
persons or corporations so engaged a bonus to insure them
against possible losses or deficits, and further, fo exempt from
the payment of Federal income tax the money so invested or
set aside for such investment and also to provide a loan to
shipowners of a revolving fund of $125,000,000 at 2 per cent
interest for 15 years at a time and up to two-thirds of the cost
of the ships upon which the loans are to be made.

All this, if enacted into law as proposed in the bill now be-
fore us, will, its proponents assure us by extending the fervent
hope that it will, provide a market for our idle, unused ships,
save millions of dollars to our already overtaxed people, and
give to the United States a great merchant marine commensu-
rate with our eommercial importance.

Let us stop a moment and view the situation as it really
exists. It may be we are not familiar with the facts.

Is it not a fact that the fundamental law of supply and
demand governs in the shipping business as in every other trade
activity of the human race? Doeg it not follow then, as a
matter of course, that if there are more ships than cargoes
some of the ships must be idle?

Is it not a fact that as a result of the war emergency there
is now a great surplus of ships and that even with the passage
of a ship bonus bill the surplus would still exist and remain
idle?

Does anyone believe that any amount of legislation or any
particular bit of legislation having for its purpose the grant-
ing of a bonus to the owners of ships or exempting them from
the payment of income tax will create cargoes of goods where
there are none or provide a market for idle ships which must
of necessity remain idle?

And is it not a fact that even if a demand for ships was
suddenly created a good many of our idle ships could not be
brought into service for transocean trade because of the fact
that they were built with bunker ecapacity insufficient to carry
the fuel necessary to take them across the ocean?

What evidence has been presented that the demand for ocean
trade will at any time in the near future be great emough to
supply even a part of our idle ships? Does anyone contend
that by any kind of legislation the sum total of the world’s
ghipping ecan be inecreased?

The disturbing element in this entire situation is the fact
that in our feverish haste during the war emergency a large
proportion of the ships were impractically built. Let us not
then In our haste to legislate attempt by passing laws to make
from bad ships a proud merchant marine or to turn a white
elephant into a modern locomotive. In either case the offer of a
substantial bonus would but serve to make the effort more
ludierous.

The great item of expense which bears most heatily upon busi-
ness and cuts deepest into its profits is the overhead. So it is
v\_'lth government. With added legislation creating new activi-
ties comes added expense in the form of overhead. The Gov-
ernment produces nothing, It levies taxes and spends. The
people pay, suffer, and complain as the cost of government
steadily advances due to added governmental activities, When
overhead in business reaches the point where it becomes greater
than the earnings, thereby closing the door to credit or the
ability to borrow, bankruptey follows. When the overhead
burden of taxation laid upon the people assumes the same pro-
portion, government will break down and revolution will follow.
The efforts of Congress now in all its legislation should be di-
rected toward reducing the tremendous overhead cost of gov-
ernment, which now runs into the billions and is steadily on the
increase, :

The question is, Will this bill reduce overhead? Where are
the figures that say so and how much?

Nothing more definite than a hope that it will has been sug-
gested. On the contrary, if this bill is passed the already irre-
sponsible, extravagant Shipping Board will be clothed with
greater powers, greater authority, greater permission to spend,
waste, and give away than it has had heretofore.

Nowhere in the bill is it even suggested that a single $35,000
a year lawyer be dispensed with,

In faet, the bill, if passed, will not only fail to reduce expenses
to the taxpayers but will increase them, because it commits the
Government to a permanent, unknown, undefined expense for
at least 15 years and bargains away income for the next 10
years which would otherwise be paid by the shipping interests
into the Public Treasury as income tax, and in addition gives a
bonus to shipping corporations estimated to reach the sum total
of $500,000,000 in 10 years.

Is it not a fact that the bill contains no provision for lower
freight rates or for anything that would benefit the people at
l:;x;ge?hy reducing the cost of commodities carried on these
ships

If the passage of this bill will bring about the results and
produce the conditions so fondly hoped for by its proponents,
why has it been found necessary in urging its passage to appeal
to sentiment and patriotism?

If, then, after due consideration, it becomes apparent that the
passage of this bill will not reduce the expenses of government,
and that it will not create a market for our ships, what, then,
is the real purpose of the bill?

Does it not appear that the only purpose the bill can serve is
to put an end forever to troublesome competition in the ship-
ping business caused by the operation of the Government-owned
ships engaged therein and the granting to the ship-owning cor-
porations, representing billions of dollars of invested capital,
that which was denied to our soldiers and sailors—a bonus?

There are in the United States to-day at least 76 ship-owning
corporations which own and operate 1,952 ocean-going ships of
500 tons and over, no one of which owns less than 6 ships
and ranging in number from there to 79 owned by the Stand-
ard Oil Co. of New York, many of which companies are. eapi-
talized for hundreds of milZions of dollars and paying enormous
dividends, which by the passage of this bill would be granted
a bonus insuring them even larger profits, said bonus to be
paid from taxes paid into the Treasury by the people of the
United States.

The 14 following-named ship-owning corporations, represent-
ing assets of $5,046,000,000, are among those who will receive
help from the Government in the form of a bonus to be paid to
them from taxes levied by Congress and collected from the

people:
ABSETS.

Standard Oil Co. of New York
Associated Oil Co, of New York_
Atlantie, Gulf and West Indies Steamship Lines.___.

$333, 000, 000
100, 000, 000
103, 000, 000

Atlantic Refine 111, 000, 000
Gulf Refinery WL 272, 0600, 000
Pan American Petroleum & Transportation Coo_______ 111, 000, 000
American International Corporation 69, 000, 00D
Reading Co-_.___ , 000, 000
Bouthern Paclfic Co 395, 000, 000
Standard Oil Co. of California 278, 000, 000
United States Steel Co 2, 839, 000, 000
Texas Co__ 235, 000, 000
United Fruit Co 160, 000,

Vacuum Oil Co 109, 000, 000

Total 5, 046, 000, 000

Should this bill pass it may be rightly said that we have
millions for the ship-owning corporations but not one cent for
the soldiers. [Applause.]
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Mr. BANKHEAD. Mr. Chairman, I yield one hour to the
ranking member of the minority on the committee, the gentle-
man from Texas [Mr. Hagpy]., [Applause.]

Mr. HARDY of Texas. Mr, Chairman, if T understood the
gentleman from Illinois [Mr. Mappex] right, he is what might
be termed a “ recent eonvert ” to the idea of subsidy. I thought
he said he had never voted for a subsidy heretofore, and the basis
of his conversion appears to be that we have a great merchant
marine now, owned by the people, in charge of the Shipping
Board, which board ean not find cargoes enough to fill and oper-
ate, and that it was costing $50,000,000 to pay upkeep and

repair, and operating expenses and overhead charges of the

Shipping Board. If I remember aright, he thought about
$32,000,000 of this alleged $50,000,000 of annual expenditure by
the Shipping Board arose out of the care and repair of exist-
ing ships net now being used from lack of cargo, and his state-
ment was that some $12,000,000 of losses occurred, as I under-
stood him, from the actual operation of the ships we are
operating.

I wonder if we sold those ships to private owners would
those private owners be able to furnish cargoes for a greater
percentage of the ships than the Shipping Board can get now.
In other words, would not the private owner have to carry
the same $32,000,000 losses growing out of care and repair of
idle ships, and would they not operate the ships for which
cargoes are found at the same loss at which they are now
operating them, since our only prospective buyers are the very
companies that now operate them for: the board? It is a
strange thing when a man who has always fought ship sub-
gidies comes before us and says that because we have a great
property we must therefore give it away and add a magnificent
bounty or bonus to the gift in order to get rid of what we can
not use ourselves. That is substantially the gentleman's posi-
tion,, We have the ships. We can not use them; nobody else
can use them except at a loss. Why not sink them or burn

them?

Mr. YATES. Will the gentleman yield?

Mr. HARDY of Texas. I am going to ask not to be inter-
rupted at this time, because I can not get through in an hour's
time with what I have to say. If I have the time later, T will
be glad to yield.

Mr. YATES., The gentleman is quoting the gentleman from
INinois [Mr. MappEN] as making a certain statement.

Mr. HARDY of Texas. I try to quote him correctly, and if
not T apologize.

The CHAIRMAN. The gentleman from Texas desires not
to be interrupted.

Mr. HARDY of Texas. I wish to refer to the argument of
the gentleman on that side of the House [Mr. Woop of Indiana]
who preceded the gentleman from Hlinois [Mr. Mabpex]. It
was a lengthy résumé of facts and figures persuasively put to-
gether in favor of this bill of graft, particularly to a certain
great industry. You know our line-up is generally largely in-
fluenced by our sympathies, and it is a remarkable fact that
the gentleman from Indiana [Mr. Woon] has been quoted
all over this country and his speech in Congress has been sent
all over the country by the Steel Trust, after the Standard
Oil the biggest beneficiary, perhaps, under this bill that there
is to be found. What is the Steel Trust? Mr. Woop, whese
address was mailed by the corporation all over the United
States, callg it *“ a corporation with a soul.” Well, maybe it
is, bnt let me give you some of its soul as I showed it here
in a speech on the tariff. The Steel Trust is not only one of
the most magnificent beneficiaries under the tariff generally,
with its hands out to receive money from the people, but they
have always, as proponents urge this bill, urged their high
tariff on the ground that they wanted to benefit labor—the
American workingman. What do I find in reference to the
Steel Trost? From the report which Mr, Schwab himself'
made I quoied, on the 22d day of September, a statement giv-
ing the number of employees of that vast corporation, the
number of dollars of the pay roll, and the total net earnings
of the company. From 1002 to 1915, inclusive, this great in-
dustry has claimed protection for the benefit of its labor em-
ployed during those years an average approximately of 200,000
laborers, and they paid to labor the total sum for these 15
years of $2122001,774 as a total of wages, while the total net
earnings of that company amounted to $1,669,148034. The
net earnings of that great corporation in 15 years nearly
equaled the gross amount of wages paid to 200,000 employees.

Mr, J. M. NELSON, Do they still maintain the 12-hour shift
for labor?

Mr. HARDY of Texas. These laborers were many of them
foreigners who can not speak our tongue, and they work 12
hours. So in 15 years this great corporation with a soul has

taken out In net profits an amount nearly equal to the entire
wages paid all their employees, and those employees, many
of them, had to live hard in order to live at all on the wages:
received. It may be a corporation with a soul, but it is the
same corporation that in 1908, as testified by Mr. Carnegie,
permitted independents to run if they did not get in their
way, but which wruong from the masses of the people just
such profits as they were enabled to do by virtue of being
allowed to fix the price of their products as they saw proper.
Let me tell you who this bill is going to favor; the Standard
0il Co., the Steel Trust, the United Fruit Co.,, and all that
kind and class who ship their products in their own vessels
and come and use the United States for*a hand-out by way
of subsidy, and every man on this floor who votes for this
bill ought to know and fizure how much is given to the Unifed
States Steel Trust, the Standard Oil Co., and the United Fruit
Co. It has been stated here that the Standard Oil has
1,600,000 tons of tankers; These, I think, are mostly engaged
in foreign trade. If they average 10 knots per hour, allowing
for two months lost e per year, they would, at the rate
of one-half eent per ton per 100 miles, earn $5,760,000 in
subgidy. We may allow for one-fourth of their time in port
and the Standard 0il Co. would still earn a $4,320,000 subsidy
annually, The United Fruit Co. has many passenger ships
which draw higher subsidy than the slow tankers of the
Standard. What its subsidy would be, I do not know; but
perhaps the greater part of the subsidy under this bill will go
to the fast passenger ships.

I repeat, that every man on this floor who votes for this bill
ought to know and figure out how much he is giving the United
States Steel Trust, how much he is giving to the Standard Oil,
how much to the American Fruit Co. Let me tell you: Give
me the right to fix the price of raw material when I buy it and
then manufacture it into the finished produet, and then give
me the right to fix the priee of the finished product, and what
have I got? I will illustrate it, not by the Steel Trust, but by
the Standard Oil, because it is clearer and plainer, The Stand-
ard Oil goes into every oil field in the United States. All over
Texas it establishes its pipe lines, and immediately after it
has established its pipe lines it puts over its window this little
sign: i

We take your oll at 50, 60, or 70 cents a barrel, as long only as you
are willing to deliver it and we are willing to take it.

As a resulf of that little contract with the oil producers, both
the landowner as fo his royalty and the man who operates
the well, they buy the oil from the producer at 50 cents or $1
a barrel, or whatever price they fix, because the producer can
not help himself. He has nowhere else to sell it. Then they
refine the oil. For 20 years they have refined the oil in the
district that I live in and turned it into kerosene oil. From a
barrel of crude oil they make 22 gallons of kerosene, And
then they state that the things made in addition to the kero-
sene, by-products, you might say, pay all the cost of refining
and the marketing and the pipe-line cost.

What does that mean? It means they bought a barrel of ofil
at a dollar and furned it into kerosene, 22 gallons, worth 10
cents a gallon. That gave them out of every barrel of oil that
came out of the ground in the Corsicana field $1.20 profit. It
ig clear that the Standard Oil made more money in that field
than all the ewners of the land that it came from and all the
wildcat operators in the field combined. They received more
net profits than the gross receipts of everybody else in the:
business put together,

Gentlemen, all over Texas they have done the same thing. A
new field is opened up. At Beaumont, Tex., the prices got so
low that it sold for less than 5 cents per barrel. I was inter-
ested in a company that in 1901 sold 150,000 barrels at from
3 cents to 5 cents a barrel. Yet the gentleman from Wisconsin
[Mr. PreEAR] says that when they send it to Shanghai they sell
it for $7 a barrel. They were paying in 1901 50 cents a barrel
at Corsicana, and from 3 cents o 5 cents a barrel at Beaumont.
Now they pay $1, or maybe $1.25, per barrel at Corsicana.

Gentlemen, if yon will let me buy the crude oil at the price I
fix and let me sell the finished kerosene at the price I fix, and
let me make from the sale of by-products an amount equal to
the total expense of operation, I can levy on the people of the
United States such a tribute as no Roman provincial governor
ever thought of levying in the days of widest Roman suprem-
acy. Yet this is one of the great beneficiaries of this bill.

Ship owning is one of the economies that this company uses.
It uses its own vessels to send its cargoes of oil from Mexico
and the United States across the western seas to far-away
Shanghai and the other ports of the world over there; and we
propose by this bill to give to this autocratic concern, which has
the power of making levies on the people at its discretion and
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making such a profit as they see proper—we propose to give
them out of the Treasury one-half a cent per ton for every
hundred miles they sail. They buy the oil in Mexico; they
take it to Canton, China, or to Shanghai. We never get a touch
or a smell of it—as pleasant as the smell of ol is—when we pay
that subsidy. I do not know how many miles it would be to go
aronnd from Tampico, Mexico, through the Panama Canal and
on over to Shanghai or Canton. Perhaps it is 12,000 miles,
You can figure it out yourself. If we do not belong to the
Standard Oil and Steel Trust to-day, this bill will help give
them and like concerns a clear title to our bodies and souls.
The rate I have figured on is the cheapest rate that we are to
pay. If they ean incPease the speed of the vessel on a trial trip,
they get more. They do not have to make 12 knots on @ regu-
lar voyage to increase the subsidy; but if they make a trial
trip and they go over that, they get an increase of the subsidy.
Gentlemen, I am limited in time, and I find I am incapable
of getting an argument together that will read coherenfly and
logically; but I want to take up certain things abont this
bill. T maintain that the bill will not eliminate the $50,000,000
that it is claimed the Shipping Board is now expending beyond
its recelpts in sdministering this property. I think it has been
shown by the gentleman from Alabama [Mr. BANKHEAD] and
the zentleman from Tennessee [Mr. Davis] that if you pass
this bill, for the first year or two the overhead charges of the
Shipping Board and the care of the ships will remain praeti-
cally what they are now, because in the first 12 months you
might sell only 20 ships. I think they could sell 13 of them
pretty soon. Why do I think =0? Because Thomas H. Ross-
bottom, directly operating these ships for the Shipping Board,

has demonstrated that his line to Liverpool and Bremen can be.

operated and is being operated at a profit, and consequently
private shipowners will be glad to buy the ships which con-
stitute that line, which is the only illustration existing in the
United States of what can be done under Government oper-
ation. Mr. Rossbottom running theSe ships directly for the
Government has made a success, and private capital will want
to take them from the board.

Mr. MADDEN. Mr. Chairman, will the gentleman yield?

Mr, HARDY of Texas. Yes.

Mr. MADDEN. I would just like to ask the gentleman
whether he thinks that iz a fair illustration? Those are the
greatest ports in the world.

Mr. HARDY of Texas. I think it is more than fair, because
those ships go to the ports where they have the most vigorous
competition that there is in the world. [Applause on the Demo-
cratic side,] If there is anywhere under the shining sun a
route where the American ship operator can not compete, it is
between here and Liverpool and Bremen. Yet Mr. Rossbottom
appeared before our committee and said, “ Gentlemen, I came
up here because the Shipping Board asked me to take charge
of the American Line, a line that was sold to a private cor-
poration at a high price, and they got tired and came and asked
the Shipping Board to take it back, and they took it back, and
then they sent for me to run it."

The Shipping Board. in this one instance, found already in
Government employ Thomas H. Rossbottom, who for 20 years
had run a Government line from Panama to New York and
other ventures at a profit, and they put him in charge. It is a
great pity they did not employ other good ship operators at
a salary to operate other ghips of the board instead of turning
them all over to great corporations owning their own ships
and not in any way interested to make the board's ships a
SUCCeSS,

Mr. MADDEN. I hope the gentleman will allow me to inter-
rupt him just a moment.

Mr. HARDY of Texas. Certainly,

Mr. MADDEN, The gentleman did not mean to say that
this shipping company that preceded the United States Line
asked to have the ships taken back. They were forced back,
They took them back under a court order.

Mr. HARDY of Texas. I understand so; but how much
monkey business there was in that I do not know.

Mr. MADDEN. That is the truth.

Mr. HARDY of Texas. I know they were sold shortly after
the war, and sold for a good price, and the company that bought
them by easily surrendering them to the Shipping Board got
ont from under and vanighed into thin air, and the Govern-
ment had them on its hands. What did they do? They got
Mr. Rosshottom, a practical ghipping man, a man of ingenuity
and American initiative, a man who had made a success of
what it was prophesied would be a failure when he took charge
of the Panama Steamship Co., a man who reduced the cost of
the Panama Canal by hundreds of thousands if not millions
of dollars. He reduced that cost by taking the freight neces-

sary to construct that canal at 50 per cent less than private
shipowners were asking to take it. He reduced the cost by
carrying their workmen, their laborers, their employees at $25
a head when other ships would have charged $75. With all
those savings to the Government and its employees he still
maintained a profit after allowing for insurance, repairs, de-
preciation, and interest on the capital investment of the ships.

For 20 years he has proved a success, and they sent for
him. I would not impute sinister motives, but I doubt if the
Shipping Board thought when he got in charge of this United
States American line that he would make a success of it. They
may have expected that he would only add to the proof that the
Government can not operate these ships successfully or do
anything except fold its hands and look up to some master
capitalist, some captain of industry, and say, * Come and deliver
us, ride us, tax us.,” He did not do that. What did the Ship-
ping Board do? They gave him 13 ships. Among them were
4 first-class -ships, 2 moderate-class ships, 2 very poor ships,
and 5 ships that rank from worthless to worse than worthless,
s0 that, as a whole, his fleet was one that almost precluded
successful operation. Nevertheless, he gave us his receipts and
expenses, and during the three months before he came and
testified before us, he had a net balance from operating of some
$600,000 with these ships all on his hands. Some of them ran
him in debt, some of them made good profits, some of them
made less profits; but he said, “ Gentlemen, if you will give me
a fleet like the four best ships I have got, I will not take off my
hat to anybody. I will run in competition, without a subsidy,
with any shipping nation on the face of the earth,” and he
demonstrated that he could do it. Well, as I said, gentlemen
have contended, with a plea they have made here, based on as-
sertions which they hope will be impressive, that the effect of
this bill will be to save $50,000,000 annually that the Shipping
Board is paying out now for operating losses, and will only
convert that $50,000,000 loss into $50,000,000 or $30,000,000 sub-
sidy. But let me tell you what is the fact. The subsidy, the
first year, may not be over $30,000,000, because you will not have
to pay subsidy to any but privately owned ships and the Ship-
ping Board ships will not draw a subsidy until they are sold;
but there are already quite a number of ships owned by private
individuals, and all these will begin to draw subsidies at once,
without lessening the Shipping Board expenses in any way.

There are enough ships owned -by private individuals to-day
to cause the Shipping Board, with its extreme sensitiveness to
private interests, to take out of the trade many of the Shipping
Board ships, lest they might compete and interfere with the
profits of some privately owned ships, and the Shipping Board
is not doing what it ought to do in order to reach out and try to
get trade for its ships, because it is afraid it will interfere with
some privately owned ships. They tried to take the Govern-
ment owned and operated ships of the Panama Steamship Line
away from Rossbottom, at the behest of private shipowners, be-
cause he was making it pay and extending its operations by able
administration. I do not know how many privately owned
American ships there are now, but those privately owned ships
will begin to draw their subsidy at once. 1 understand there
are ghout 2,000,000 tons of such ships, and they will draw under
this bill at least $15,000,000 per annum. I presume that some-
body would take over the Leviathan, upon which we are spend-
ing $8,200,000 to put it in good repair. It is generally under-
stood—and that from the intimations of the Shipping Board—
that after we get it in good repair the Shipping Board will sell
it for about $7,000,000 or $7,500,000. In other words, we are
now going to spend as much or more on the Leviathan as we
expect or anticipate by any possibility to get out of it when we
turn it over to private ownership. Do you know what you will
do when you do that? You are going to turn over the Levia-
then to a private owner for less than we are now prepared to
spend on it and are spending on it to put it in good repair,
although she could not be replaced for fwice as much. It must
be remembered that the subsidy is based on the speed traveled,
When the Leviathan is turned over to the private owner it
will run over 23 knots an hour, and when it goes on the seas
it will earn, on the basic rate of this bill, 2.6 cents, or in round
numbers 24 cents, per ton per hundred miles. Now figure
that up. :

My colleague, the gentleman from Tennessee [Mr. Davis]
sald the vessel*was 54,000 tons. I have it as 58,000 tons: but
we will take it at 54,000 tons, Now, you figure its mileage
and let it run 23 knots per hour 10 months in the year, and
you figure the subsidy at 24 cents per ton per hundred miles,
It will naturally travel in 10 months over 144,000 knots. It
will travel 480 knots, earning 12 cents per ton, or $6,480 for
the whole ship per day, and this multiplied by 300 will give
$1,944,000 a year, which you will pay on that ship alone to
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the party to whom you have given it. Oh, you did not simply
give it. They would not take it, they said, and consequently
the Shipping Board have decided to spend $8,200,000 and give
it to somebody for $7,500,000. And that is to help the farmer,
who never will see even the outside of the Leviathan and will
never be benefited a dollar. Surely the farmer will be bene-
fited, because he will have to dig for the money, and the
“ Lord loveth whom he chasteneth.” You propose to give this
money to the purchaser of the Leviathan notwithstanding the
United States Treasury, according to Mr. Mellon, faces a
deficit of between a half billion and a billion dollars for the
coming year, and notwithstanding you have no money to pay
the soldier bonus.

° Mr. MADDEN. Will the gentleman yield?

Mr. HARDY of Texas. I yield to the gentleman from Illinois.

Mr. MADDEN. The gentleman will admit that the Govern-
ment was ready to sell that ship for $4,000,000, in its then con-
dition, and an injunction was issuned against the sale.

Mr. HARDY of Texas. I am glad to say that I was on the
Committee on the Merchant Marine and Fisheries, and we tried
to help the then chairman of the Shipping Board, Jobn B.
Payne. We tried to help him to sell it, but we had one of the
big fish in the country, William R. Hearst, the editor of great
papers in this country, who came down here and enjoined the
sale. He prevented the sale of that ship for $4,000,000, as it
then stood net to the Government. He attacked Chairman
Payne viciously, and said he was sacrificing our ships for too
little. Now, with all his great papers he is backing this bill
to give away the Leviathan and sell all our ships for a song.
Mr. Hearst must have seen a great light. Maybe so the pedple
will see a great light before this bill is passed. Surely, sir,
we conld have gotten $4,000,000 net for the ship two and a half
years ago,

Mr. J. M. NELSON, Will the gentleman yield?

Mr. HARDY of Texas. 1 will,

Mr. J. M. NELSON. Was there a law passed to prevent
ships being sold to foreign countries?

" Mr. HARDY of Texas. It was then on the statute book.

Ar. MADDEN. They were authorized to sell ships to Ameri-
cans, and had some ships offered for sale, but there was a
resolution passed by the Senate suggesting that they with-
draw it.

Mr. HARDY of Texas. Yes; Congress bufted in and, as
usual, muddied the waters. We had a chance to get $4,000,000
out of the coffers of some great company, and then it was
stopped by Willlam R. Hearst and Congress, and since then
Members of Congress have never ceased to criticize the old
board for not selling ships.

«Gentlemen, I have shown you the subsidy that will be paid
on one ship, The Shipping Board will make a 10-year subsidy
contract with the purchaser of the Lewviafhan, nunder which the
Government will pay back all the purchase money and more.

Now, these gentlemen say that the Government must further
help the farmers by loaning ship companies the money to build
two bigger ships than the Leviathen, at 2 per cent interest. So
you will have thirty million to build those two vessels loaned

' by the Governinent at 2 per cent interest added to the subsidy
of 2} cents per ton per 100 knots, and then the two new ships
wotld cost in subsidy about three millions per year. In 10
years' time the Government will pay on the Leviathan and
these two new ships more than enough to wipe out their cost
to the owners, and be ready to make another 10-year contract.
Well, who does it go to? It is not necessary to say.

Let me read a little article that, I think, presents a fair
question: *

Those who oppose the subsidy poliey for developing an Ameriean
merchant marine also oppose Government ownership and operation of
ships in peace time, yet say they want our flag on the seas.

That is absolutely true, as to permanent Government owner-
ghip and operation. The article continues:

By what plan can our flag be restored to the seas if Uncle SBam is
not to do the job himself or encourage private enterprise to do it?

Well, by what plan can we raise cotton if Uncle Sam, when
cotton is selling at a loss, refuses to do the job and refuses to
pay bounties to those who do it? Every farmer in the United
States has sustained a loss, if he is a big farmer, in the last
two years. Did we hear the Government proposing to hand out
anything to keep him in business? Not at all. The article
continues:

We have walted lo for private enterprises to accomplish the pur-
pose unaided, and we have waited in vain.

That is absolutely true, and I want to tell you why we have
waited in vain, We have not waited in vain for private enter-
prise to have a merchant marine engaged in the coastwise trade,
have we? We have the biggest merchant marine of any

country except Great Britain to-day. Up to the war we had a
great merchant marine, but it was all engaged in the coastwise
trade. To hear some of the advocates of this bill you would
think that we had no ships prior to 1914, We had many mag-
niflcent ships prior to 1914, ships eapable of sailing all the seas,
capable of carrying any amount of cargo, but they were en-
gaged in the coastwise trade. We did not have them sailing
under our flag in the foreign trade, but we had them under our
flag in the coastwise trade. We had under our flag six or
eight million tons of shipping engaged in the coastwise trade,
and we had under foreign flags owned by American citizens
something like a million tons engaged in the overseas trade.
Why is it that American private capital prior to 1914 put what
ships it owned under some foreign flag and declined to build ap
our foreign-going merchant marine under our flag? That is the
question, is it not? If you kmow the cause that prevented
Americans before 1014 from engaging in overseas trade in ships
under the American flag and compelled them if they engaged in
such trade at all to do so in ships under foreign fiags, ought
you not to try to remove the cause? I can surely and clearly
show you what that cause was.

Judge Davig yesterday went over the history of our merchant
marine, and he showed that we had the greatest merchant marine
up to 1860 in the world. Why, let me tell you. Up to 1860 in
our shipyards on the coast of New England, at Baltimore, and
other places in the United States we built the cheapest ships
that were built in the world, character and quality considered.

That sounds strange, does it not? But it is true. They built
the best ships and you could not get as good ships for the
same money built anywhere else. We paid bigger wages in the
shipyards than Great Britain did, and we built a better ship for
the same money. We paid better wages to the seamen on the
ships, but we carried the cheapest freight. The fact was that
up to 1860 the United States seagoer carried the cheapest unit
of freight in the world. Why? Because he could sail faster—
he conld make two trips in a clipper-built ship from Baltimore
to Liverpool while the English ghip was making one and a half
trips. In other words, he could.make four trips to the Eng-
lish ship three. What else? By superior ships, by better run-
ning, having abler seamen. our owners could get better rates
of insurance, We could onfinsure them, we eould outsail them,
we took less time to turn around in the ports, and we could
get cargoes when they could not. As was said the other day,
our ships in a foreign port could get a cargo at a higher price
than other ships, because the owner or shipper of the cargo
knew that it would go faster and safer, and knew it was a
better venture even at a higher rate. What else? Under these
conditions the American commerce spread in proportion to our
production all over the world.

Under these conditions the American ship sailed the seas
everywhere and paid higher wages to the crew. And withount
any Government aid to our ships or any Government burdens
or restrictions or diseriminations against foreign ships coming
to our ports, we carried from GS per cent to 90 per cent of all
our outgoing and incoming commerce, and carried millions of
dollars’ worth of commerce between foreign ports: that is, the
international commerce of foreign countries. But our ship-
builders hustled; they were building ships for the world. Our
seamen hustled; they were beating the seamen of the world.
Our ship captains hustled ; they were better paid than any other
captains; they earned the money; and with the better crews
they made better time, had fewer repair bills, and secured bet-
ter cargoes. Our ship companies were backed by the bankers
and merchants at home, and they hustled. - They had their
agents and business scouts and connections in all countries, and
generally the shipowner himself was like Robert Dollar tells
you in an article published recently, a wide-awnke, hustling

‘husiness getter. * They did not build up their business connec-

tions and success overnight, but through patient, persistent
effort.

When the honest student of merchant-marine problems grasps
the lessons of merchant-marine history he will know that it is
not cheap labor or subsidy or discriminations that bring sue-
cess, but business enterprise and administrative ability, that
adopts the best ship equipments and improvements and fime
and labor saving devices, and secures the best business connec-
tions at home and abroad, and the best and fullest cargoes to
and from every port the ship enters. But initially yon must
give to American capital the privilege of putting the cheapest
ghip he can get in the world under our flag, or he will buy the
cheapest ship he can get, and put it under some other flag,
“Bhih is what was happening all during the years from 1865 to
181

But to go back: From 1830 to about 1855 or 1860, when we
were building better ships for the money than England, what
happened ?
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What happened then? When we began to build ships cheaper

than England could, then England, with the wisdom that has
characterized her conduct of shipping operations always, said
that if America could build a better or cheaper ghip than Eng-
land could, she would let her merchants go to America and
buy the ship and put it under her flag and sail that ship in com-
petition with ours, lest British capital should invest in ships
under the American flag. So England repealed her old law
that prohibited any but British-built ships from flying the
British flag. She made her British builders compete with the
Amervican. But what happened later? Along in 1854 England
liad been progressing in iron and steel manufactures because
of the proximity and the immense gquantity of coal and iron
ore there. She was producing iron and steel cheaper than we,
and she began to build ships of iron and to put steam motive
power in them and so to build superior ships. Some of our
New Englanders, wedded to the past, said that it was not
reasonable to suppose you could make iron float and do the
service of a wooden ship on the geas as cheaply as you could
build and sail wooden ships, and they clung to their old sailing
vessels and their old wooden ships, which they would have had
to junk if they got up to date and bought the British ships,
and from 1854 to 1860 the British shipping was gaining on us
because they had a newer and a better type of ship for the
money., What did we do* DId we do as Great Britain did?
Did we say to our merchants who wanted to engage in the
overseas trade: * Our builders have gotten behind; you go and
buy your ship in Great Britain and put it under our flag so you
can compete with Great Britain.”
* Oh, no. Of course, those were troubled times; the war was
coming on, and we can not greatly blame the statesmen of that
day for nof resorting to the wiser course. They had too many
other troubles. The war came on in 1860, when we were in
that condition; and yet, notwithstanding that fact, when the
war came on we were carrying, mostly in the antiquated sail-
ing ships of ours, 68 per cent of all of our commerce, incoming
and outgoing. After 1860 the Confederate cruisers became a
mengace to the merchant shipping of the North. Some of them
were sunk—I do not know how many—but 800,000 tons of New
England shipping were sold abroad, and who bought that ship-
ping? Why, Great Britain, in utter disregard of any protest
that may have been made by British shipbuilders, and she put
her flag on those ships and sailed them in all her trades.
Under the same circumstances, I regret to say, that we would
have allowed—in fact, we did allow—ourselves to be throttled
by the shipbuilders of the United States. Great Brit#in merely
gaid to her shipbuilders, * We are gbing to buy these ships,
and you will build ships for us when you can or when we need
them if you can build them better or cheaper than we can get
them elsewhere.” :

We have been the vietims of our foolish purpose to build up
and maintain a shipbuilding monopoly in this country at the
expense of every other interest and industry in the United
Stutes. We coddled and hothoused our shipbuilders until they
became, in their own eyes at least, helpless and hopeless in-
competents, and they ceased to try to build a ship except for
the protected coastwise trade. Uncle Joe, you remember the
days when our ships were the best ships on the ocean. I was
born about the time the English began to creep up with their
iron ships, and we clung to our old law that forbids buying
any ships built anywhere but in the United States.

In the sixties we added to our shipbuilders’ difficulties by
placing a very high tariff on shipbuilding material. We did
this to coddle the steel industry. There should never have been
a day when there was one cent of duty on maferial imported into
the United States with which to build ships. Yet, after 1860,
we laid a duty of 50 per cent on shipbuilding material, and in
1874 the Committee on Merchant Marine and Fisheries appointed
a committee of investigators to go out and find out what was the
matter with our overseas merchant marine, They came back and
said that becanse we laid a heavy tariff on shipbuilding ma-
terial we thereby prevented our shipbuilders from competing in
price, and that we ought to take off the tax on shipbuilding
material. However, they were so wedded to the iron and steel
interests that instead of taking off the duty frankly and freely
and fully, they passed a law taking off the tax on shipbuilding
marterial but providing that a ship built with any imported ma-
terial should never touch our coastwise trade, and if it did ever
engage in our coastwise trade it would have to go back and pay
the duty. The result of that limitation was that but one ship was
built with foreign material, and the owners of it were in such
constant fear all of the time that the vessel would touch and
carry a cargo in the coastwise trade and they were so ham-
pered by the prohibition against carrying any coastwise cargo

that they never repeated the experiment and built another ship
with foreign material.

When the Democrats came into power in 1914 we absolutely
took off all duty on shipbuilding material so that an Ameriean
shipbuilder could get his steel and iron—if he saw proper—in
Great Britain or in Germany or in any other place and pay no
duty upon it. That was the hardest fight in which I ever en-
gaged since I have been in Congress. Why? The Steel Trust
said that if we put shipbuilding material on the free list we
would destroy the iron and steel industry of the United States in
shipbuilding material. But what happened? We put it on the
free list and the shipbuilders of the United States did not have
to go dnywhere except to our own manufacturers to get all the
steel and iron they wanted at the same price they could get it
in England.

Our iron and steel manufacturers did compete from that time
on with the manufacturers of steel and iron in Great Britain.
Not only so, but they were competing before that time, only
they would not sell to our shipbuilders at foreign prices until
they were forced to. They were selling ship plate cheaper in

ingland than they were selling it here, and Mr. Schwab before
one of the congressional commiftees testified that they could
produce a ton of steel in the United States for $12 and de-
liver it over there, while England could not produce it at home
for that price, much less send it here at that price—and, mark
you, our steel industry is supposed to pay American wages,
a8 muech as our shiphuilders.

Mr. EDMONDS. Will the gentleman yield?

Mr. HARDY of Texas, Yes.

Mr. EDMONDS. What would have happened in 1917 if we
had not had the shipyards?

Mr. HARDY of Texas. I will tell the gentleman. In my
judgment, had we pursued the policy I have been advocating,
first, of giving the shipbuilder untaxed shipbunilding material
and then of allowing the American ship buyer to buy where he
could find the cheapest ship, the American shipyards in 1914
would have been bigger and stronger than they were and
would have for many years been building the far greater part
of the ships in our overseas and coastwise trade and at the
same time been running a neck and neck race with England in
building ships for all the world.

John Roach, a great shipbuilder, appeared before the Mer-
chant Marine Committee in the eighties and testified that if
you would give him free iron and steel he could build ships
in competition with any country, Other shipbuilders then
and since that time have given the same testimony, and their
ability to compete was demonstrated even under the tariff on
steel when under competifive building American shipyards
secured the contract to build a battleship or battleships for
the Argentine Republic a few years ago, Moreover, the com-
merce on the Great Lakes has been competitive between Canada
and the United States, and in Lake ships the United States
ghipbunilders have had to compete with foreign shipbuilders, and
they—that is, the United States shipbuilders—have put it all
over the shipbuilders of other countries in the building of the
Lake type of vessel. 4

Mr, Chairman, not only would our shipyards have been big-
ger and stronger in 1914 than they were, if my policy had been
in force for 50 years but every ship owned by American capital
in the foreign trade would have been under the American
flag and not subject to British requisition, and, in my judg-
ment, instead of the few hundred thousand tons we had in the
foreign trade under our flag and the half million American-
owned tons in the foreign trade under foreign flags we would
have had at the breaking out of the Great War some four or
five million tons of shipping in the foreign trade under the
American flag.

When was it that J. P. Morgan started to organize a great
shipping combine? Some 10 years ago, was it not? He would
have organized it, too, if he had not been prevented by death
or Government interference. The syndicate would have been
American owned or controlled, but the ships would have been
under foreign flags unless our shipbuilders had competed with
foreign builders, because Mr. Morgan would not have paid
higher prices for his ships in order to place them under the
American flag. T am persuaded, however, that if the American
shipbuilder had been confronted with the guestion of whether
he would compete or lose all chance of building any of those
ships he would have competed.

I was about to touch upon this very subject when the
gentleman from Pennsylvania asked his question. I ask a
similar question. What would have happened in 1914 if we
had not had the steel plants? They said if we put steel on
the free list they would go out of business, The shipbuilders
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now say that if we put ships on the free list they will go out
of business. The same thing will happen in the shipping in-
dustry as has happened in the steel industry. They never lost
the sale of a ton of steel because of the removal of the tarift
on ship material, and when you put ships on the free list
our American yards will build for our American owners and
for shipowners and operators all over the world. Let me get
that plain. The Steel Trust said that if we put shipbuilding
material on the free list they could not compete with the
British producer of iron and steel and that we would destroy
the industry here. We put it on the free list and it did not
desiroy the industry. They continued to manufacture and they
undersold the British. They then manufactured not only for
our shipbuilders but for the British shipbuilders and for the
shipbuilders of Europe, of France, of Italy, of everywhere.

You let the American shipbuilder alone, let him have free
ghipbuilding material, and then tell him to go out with his
infant industry and fight for his success and his prosperity.
Mr: Chairman, I repeat it, man after man from the shipyards
and from the shipbuilding companies of the United States
came before our committee and said that if we would give
them as cheap material as other countries had—and I can
give you the names of those companies—as cheap material as
they have in England, and then give them standardized ships
to build—that is, give them ghips in quantity—they could
build as cheap a ship as they could on the Clyde. You cin
find that scattered all throughout the hearings, and I know
they can do it.

We have got cheaper coal and more abundant in the hills of
Virginia and the other mining sections of the country. What
else? We have got timber right here in our country, while
Englund must import it. What else? We have got on hand
a supply of 1,500 ships, nearly 10,000,000 tons of ships good to
be used, If the shipbuilders of the United States now do not
go out and build ships in competition with the builders in any
other part of the world and sell their ships abroad they will
have to go ont of business for 10 years. The point I am
making is that the shipbuilders of the United States, purblind
as all interested parties always are, ought to be able to see
that unless they can build in competition with the world they
must go out of business.

Let me revert to the reason why our flag left the foreign
trade. Mark it. Our foreign shipping flourished when we had
the cheapest-built ships and furnished ships for the transporta-
tlon of the world. After 1860 and after the destruction and
sale of our shipping from 1861 to 1865 we were still carrying
ahout 82 to 38 per cent of our ingoing and outgoing commerce.
What carried that? We carried it in the old ships that the
New England shipowner still had left over that had neither
heen sold or sunk, and that amount of tonnage was still en-
gaged in the foreign trade. They were mostly sailing ships,
mostly small ships, all old ships. What happened then? We
had then a duty on steel material. Then we had a law that no
ships not built in the United States should fly the American
flag. Consequently when one of those old ships sunk—when
a storm came and the ship of 2,500 or 5,000 tons went down—
and the owner looked around and wanted to replace it, he found
that if he bought an American ship it would eost him 50 per
cent more than he could buy the same ship for in Great Britain,
Why? Because the Government of the United States said,
“You can not fly my flag on a ship unless it was bullt here.”
And the shipbuilder said, “ Because my ship can engage in the
coastwise trade and the British ship can nof, you have got to
pay more for my ship.” Well, what do you do? You make up
your mind whether you want to go into the coastwise or the
foreian trade, and if you want to stay in the foreign trade you
perhaps enlarge the size of the ship and buy a 10,000-ton ship,
foreizn built. and put it under a foreign flag.

In 1910 a 10,000-ton ship built here cost about a million
dollars, and you could go over to the Clyde and buy that ship
for 600,000 and put it in trade between New York and Liver-
pool. What would you have done as a business man? You
would have bought the British ship and put the British flag on
it. Consequently when one of the American ships went down
it was not replaced. Gentlemen, from 1865 to 1914 the condi-
tion was this: Every time a ship went down on account of
wenther at sea, every time one of those old American ships
which were carrying 32 per cent of our commerce at the close
of the war was lost the owner, if he replaced it at all, went
aver to the Clyde and bought a ship there and it went under
the British flag. Now, gentlemen, do you want any better
demonstration of why it was that one by one as the antumn
leaves fall and the snow begins to gather that one by one
American ships sunk beneath the waves and never came back,

or if replaced went under the British flag? I know I am giving
you the right solution of why our flag disappeared from the sea.

I know it was because of the higher cost of the American
ship, and that higher cost was because of the duty on ship-
building material and the monopoly given to American-built
ships in the coastwise trade. Suppose you are in New York
and you want to buy a ship to use in trade to Liverpool and
you find two ships just alike, sister ships. in the harbor,
both for sale. One of them you can sail both in the coastwise
trade and the overseas trade; the other you ecan sail only in
the overseas frade., Will not that privilege alone make one
bring a preminom on the market? - And just because it brings that
premium it can not be used in the overseas trade where the
cheaper ship can be used. The American-built ship brings a
premium because the owner in the case of a sorry season or
small cargo for Europe can go from New York to Savannah
and carry a cargo to Savannah, and from Savannah to Pensa-
cola and carry a cargo there, and from Pensacola to Galveston
and carry a cargo, so he can carry a cargo to those various
points and then at Galveston load cotton or grain, whereas
if his ship was a foreign-built ship he has to make an empty
voyage or in ballast-to Galveston.

Let me try to make plain the dilemma our laws have left our
shipowners in. Any American citizen wishing to go into ship
operations has been compelled to choose between two evils,
First, buy a cheaper foreign-built ship and put it under a foreign
flag. In that case he can not engage in our coastwise trade at
all. When he brings a European cargo to New York and
has to go to New Orleans for a return eargo, he is not allowed
to carry any goods from New York to New Orleans, but must
go empty or in ballast, at great cost, or if business should be
slack between America and Europe our rich coastwise trade is
closed to him; his ship must find business somewhere else or
lie idle. Second, buy the far higher-priced American-built ship
and put it under our flag. In that case he may participate in
our coastwise trade, He may carry goods or passengers from
all our American ports to all our other American ports, and in
this trade he is protected by absolute prohibition against
competition of any foreign ship. But he is practically
barred from the European or foreign trade, because his ship
cost is so much greater than the cost of the ship of his com-
petitor. The result has been that the American ship operator
has retired from the foreign trade almost entirely, or if he has
engaged in it at all he has done so by buying the cheaper
foreign-built ship and sailing it under some foreign flag. He
has in fact confined himself in the main to our coastwise trade.
For that reason when the Great War came we had practically
no ships in foreign trade under our own flag. While our citi-
zens owned considerable tonnage in the foreign trade under
foreign flags, the amount of such tonnage so owned is hard to
get at, and it was all subject to requisition by foreign gov-
ernments.

Why, James J. Hill, when he was asked why the American
merchant marine disappeared from the seas in the foreign
trade, said it was clearly because it cost the American mer-
chantman 50 per cent more to buy a ship and put it under the
American flag than to buy the same kind of ship and put it
under a foreign flag. It is that dilemma I wish to solve by
giving our ship operators the same right that the nationals of
every other country in the world have; the right to buy a ship
where he ean buy it cheapest, and sail it either in our coast-
wise or overseas trade.

Gentlemen, that is what I want to urge, because it is the only
way we ever can or will have a great overseas merchant ma-
rine. I know I am up against the pet doctrine of the Repub-
lican Party, the protection absolutely of the shipbuilders of the
United States against any foreign competition, not by-a tarift
but by the absolute exclusion of foreign-built ships from our
flag, and the question that was asked me just now, “What
would you have done if we had not had any shipyards?”
means to assert that we could never build ships in competition
with the world. I deny this and I assert that without this law
of exclusion we would have had bigger and better shipyards.
We would have had the ghipyards just as we have got the steel
industry to-day. Do you tell me that America, with cheaper
coal, with cheaper iron, with cheaper steel, simply because it
pays a little higher wages—although the wages are not so much
different—can not build a ship? “ Oh,” they say, “ we are talk-
ing about a subsidy now.” It used to be that the only sound
argument for a subsidy was the greater initial cost of our ships,
but to-day, even without any change in the law, we have got
T00 first-class ships, according to the testimony of the chairman
of the Shipping Board, ready to be sold to the American ship
operator cheaper than any other ships in the world can be
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bought, go that the ship owner to-day does not have to pay a
dollar more for an American ship than if he bought it abroad.
We are offering those ships, and the bill of 1920 authorized and
directed the Shipping Board then to sell the ships at world
prices for ships, Why, then, should they have a greater initial
cost? Why should they be given a subsidy?

Mr. MONDELL. Mr. Chairman, will the gentleman yield?

Mr, HARDY of Texas. Assuredly.

Mr. MONDELL. The gentleman is assuming that there is no
handieap against the American shipowner. If that is so, why
does it happen that, with all the capital and all the enterprise
of Amevica, we have not gone into the shipping business?

Mr. HARDY of Texas. If the gentleman had been here a
moment ago he would know. 1 have said that the gentleman as
a sensible man would not buy a ship and pay a million dollars
for it for the privilege of putting it under our flag when he
could buy the same ship for $600,000 and put it under the
British flag. If the gentleman can not see that, bhe is hope-
lessly .blind. But now American ships are offered by the
Shipping Board for less than world markef price, and have
been offered at world market price ever since 1919,

Mr. MONDELL. If so, why has not American capital em-
barked in the trade, if there is mo bandicap against them?

Mr. HARDY of Texas. The answer is that Ameriean capital
did embark -in the trade, or tried to. In 1920 the best ghipping
niin in the United States, Mr. P. A. 8. Franklin, the head of
the International Mercantile Marine Co., wrote to the Shipping
Board and said: “ I want to buy a good many of your vessels,
I want to put them in the lines between New York and Liver-
pool and between New York and Bremen.” He said, “I have
got my connections in the interior of Germany, and I have got
my connections all over Europe, the port and the inland con-
nections, and I ean run those ships in competition with any-
body in the world. 1 want them at the market price.” That
wae in 1920, Later in the same year he wrote to the Shipping
Board and said, “ As soon as you are able, give us the price.”
That was at the time we had the trouble with Hearst about
the sale of the Leviathan and other ships. *If you can mot
sell them I want to charter them,” he gaid. * Give me a bare-
boat charter,” he said, “ to run them to those ports, and I will
guarantee that I will keep up the lines.,”

There is the answer to the gentleman's gquestion. Franklin
knew what he could do, and he was not alone in wishing to
buy these ships and run them without any subsidy. But what
happened then? The gentleman knews we had a Republican
Congress criticizing the Shipping Board for everything it did or
did nof do. Congress spent weeks and months wrangling over
a policy for the Shipping Board as to the sale of these ships.
The great depression eame in shipping, as in everything else.
Investors quit buying anything. And then they began to talk
subsidy, and the American Shipowners' Association met. They
said:

We can agu-t one over now. We nre mw sble to Lﬁt “sfreu. in the

resence the world- wide
ps they must carry till times gat bettu_thh white elephant ths.t

they haw on thelr hands—to give us the ships and a sobeidy, too.

And so they concoct this bill.

Mr. MONDELL. The gentleman was undertaking to give
facts a while ago. Now he is dealing in fancy. As to the facts,
if Mr. Franklin and others can run American ships, why do
they not buy them and run them?

Mr, HARDY of Texas. I have just answered that guestion.

Mr. MONDELL. Yes; but the gentleman answered it by
getting into the realm of fancy.

Mr. HARDY of Texas. Let the gentleman keep himself in
patience for a moment, I have given the facts on which I am
basing my reasoning. Those are the facts. Mr. Franklin did
offer to do it, and he did it more than once. He persistently
asked the Shipping Board to name him a price, and others also
were seeking to buy the ships. John Barton Payne testified
that they could sell a great many of these ships, but he was
enjoined, and finally the subsidy proposals of the present Ship-
ping Board put an end to any possibility of sale until pros-
pective buyers have exhausted their efforts to drive Congress
into giving them a subsidy. The constant desire of the ship-
owner is to get something for nothing, seaklng to acquire addi-
tional profit, and he has been right lly. The
strongest men in Congresa»-—Republicm am.l Democrats—have
turned them down, but every once in a while we find a stalwart
opponent falling into their meshes and then coming out on the
other side, like my friend from Illinois [Mr. MappEN], who i8
now for this subsidy, and he is for it now in the presence of a
condition that is more favorable to American shipowners than
ever before, and of a condition of the Treasury that is less
favorable to granting this graft than ever before.

Gentlemen, if you represented a great corporation, a great as-
sociation of corporations, as Winthrop L. Marvin does, and you
thought there was a chance of getting for your great corpora-
tlons such bounties and bonuses as the world never dreamed of
before, would you spoil all that by saying, “ We can build a
merchant marine without any subsidy; we can run ships with-
out Government bounties?” Not at all. [Laughter on the
Democratic side.] And se, when the Ship Owners' Association
got together under this administration, with the present Ship-
ping Board chairman formulating and promulgating and doing
all kinds of * ating " that you can think of, they said they could
frame a bill; and I do not believe there is a paragraph in this
bill that was not framed by the Steamship ' Associa-
ggn ]and sponsored by them. [Applause on the Democratic
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Mr. MONDELL. I take it that the gentleman’s position is
that America has not gone into the shipping business in the
last 50 years because those who might go into the business are
all hoping for a subsidy?
kl:l:ér HARDY of Texas. No; I did not say anything of the

Mr. MONDELL. That is what I understood the gentleman
to say.

Mr. HARDY of Texas. I said since 1920; since Mr. Lasker
was made chairman of the Shipping Board they had bought no
ships; first, becanse of injunctions, and later because with
Lasker promising them a subsidy——

Mr. MONDELL. What was the trouble prior to that time?

Mr, HARDY of Texas. Prior to 1920 we had sold a goodly
number of ships to buyers who were not expecting a subsidy.
In 1920 the Republicans passed a bill authorizing the appoint-
ment of a new Shipping Board. The term of part, at least, of
the old board expired and the remaining members were acting
by a kind of sufferance, and President Wilson could not ap-
point one that had any chance of being confirmed by the
Senate, and everyone knows, and the gentleman knows, that
all things were in a state of confusion, and it was not known
what could be done; and then the President put Mr. Lasker in
charge.

Mr. BANKHEAD. If the gentleman will allow me—

Mr. EDMONDS. Mr. Chairman, will the gentleman yield?

Mr. HARDY of Texas. Yes. :

Mr, EDMONDS. The gentleman made the statement that he
did not believe there was a paragraph in this bill that was
not written or inspired by the American' Ship Owners' Asso-
ciation. You do not want to make that statement, do you?

Mr. HARDY of Texas. Let me gay right here that Win-
throp L. Marvin was introduced before dur committee, and an
article was read, written by him, in which be claimed most of
the eredit of hm"u:g written the bill, and he boasted of his
handiwork.

Mr. J. M. NELSON. Was there not a committee of ship-
builders and ship operators that went before the Shipping
Board—I do not know whether it came before your committee
or not—and formulated a specific series of demands? And are
they mot practically all incorporated in the bill?

Mr, HARDY of Texas. The gentleman is right, and Win-
throp L. Marvin's testimony shows that this bill was gotten
up for and by the United States Ship Owners' Association, of
which he was the paid representative, with the assistance, I
do not doubt, of able men like my friend from Pennsylvania.
[Applanse and laughter.]

Mr. EDMONDS., No steamship owners’ association assisted
me in framing the bill. :

Mr. J. M. NELSON. It is recorded in the Journal of Com- |
merce, and you will find it in the Library, that this shipown- |
ers’ association did meet with the gentleman from Pennsylva-|
nia. His name is specifically mentioned, as well as that of the |
chairman of the other eommittee, and they discussed these de-
mands with him.

Mr. EDMONDS, That is true.

Mr, HARDY of Texas. The real fact is that this is the ship~
owners’ bill. !
Mr. EDMONDS. I want to say to the gentleman right now
that the 10 per eent limitation was put in by myself. It was!

never suggested by the shipowners.

Mr. HARDY of Texas. What limitation?

Mr, EDMONDS. The 10 per cent limitation on profits.

Mr, BANKHEAD. That was very kind of yon.

Mr. HARDY of Texas, Oh, I do not doubt there is some |
little trimming here and there, some little something that you|
did not get from them: but ask Winthrop L. Marvin, and he |
will say that su‘batanﬂnlly all the demands of the shipowners’
association are in this bill, and that 1¢ per cent limitation you |
speak of is one I would be ashamed to father. Why, it requires
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the viovernment to subsidize ships up to a 10 per cent net profit,
and the Esch railroad bill had been damned by the people be-
cause it directs the, Interstate Commerce Commission to let
the railroads earn a net G per cent profit,

Mr. EDMONDS. There are 15 or 20 sections of this bill
written by the subcommittee that aided me in drafting the
bill—the subcommittee of the Committee on the Merchant
Marine and Fisheries,

Mr. HARDY of Texas. We talk to those favoring a measure
and get their views and demands, and become so permeated
with their views and desires that they might just as well be
handling the pen as you or me. [Applause.]

The CHAIRMAN. The time of the gentleman has expired.

Mr. HARDY of Texas. Will the gentleman yield me some
more time?

Mr. BANKHEAD. How
desire?

Mr. HARDY of Texas. Obh, give me an hour for the present,
and T will get through as briefly as I can.

Mr. BANKHEAD. The gentleman from Texas is the ranking
minority member of the committee, and he is entitled to that
time, I yield to the gentleman one hour.

The CHAIRMAN. Without objection, the gentleman's time
will be extended for ome hour, or such part of it as he may
wish to use. Is there objection?

There was no objection.

Mr., HARDY of Texas. I have shown, gentlemen, how it
was that from 1865 to 1914 every ship that bore our flag in
the overseas trade, if it sunk was replaced by one bearing
another flag, and how under those circumstances our flag
gradually disappeared from the ocean until in 1914 all the
ships we had were a few old sailing craft, 30,-40, or 50 years
old, and two or three big liners that bore a subsidy paid from
the Treasury . ' the United States; that was all.

Mr. MONDELL. Now will the gentleman yield?

Myp. HARDY of Texas. I have got only an hour and want
to get through, but ask your question as guickly as possible.

Mr. MONDELI. The gentleman just stated that in 1914
we had practically no merchant marine except such as was
subsidized. Now, if that is true, as the gentleman insists,
that Americans can run a merchant marine as cheaply as
foreigners can, why did we not have a merchant marine at
that time, with all the capital and all the seamen in America?

Mr. HARDY of Texas. I have answered this question more
than once, but the gentleman asks it again and I will try to
enlighten even him. The reason was because if you are a
business man and you go to New York and you find two
ships there, and you desire to engage in the overseas trade,
and one of those ships is British and one of them is American,
and you find you can buy the British ship for $600,000 and
that the Ameriean ship will cost you $1,000,000, if you have
any sense at all you will buy the British ship and fly the
British flag because you are not permitted to fly the American
flag. Consequently no man who wanted to engage in the
overseas trade before 1914 ever bought an American ship,

Mr. MONDELL. Then except under extraordinary condi-
tions there is a handicap, which without Government subsidy
can not be overcome by the man who wants to sail ships under
the American flag,

Mr. HARDY of Texas. There was a handicap that did
exist when American ships cost 50 per cent more than Brifish
ships, and an American citizen was not allowed to put the
American flag over any but an American-built ship,

Mr. MONDELL., And the gentleman——

Mr. HARDY of Texas. Wait now. Hold on,

Mr. MONDELL. And the gentleman was just as much op-
posed to a subsidy then as he is now—just as much against
it then as he is now.

Mr. HARDY of Texas. Just wait a minute. Will the gentle-
man just hold himself until I can answer. There was that
handieap, and no man denies it, but the answer was then
to remove the handicap and let your American buy a British
ship. The answer to-day is that there is no handicap, because
American ships are freely offered to American citizens at the
lowest price ever known anywhere in the world.

Mr., MONDELL. In other words, let the foreigner do our
work.

Mr. HARDY of Texas. That is the gentleman’s idea, that
no American can compete with a foreigner in building a ship,
and that if you give the American the cheapest ship in the
world he still can not compete with the foreigner. I deny it.

Mr, MONDELL. The gentleman himself just said that.

. Mr. HARDY of Texas. I said no such thing. Do not in-
terrupt. Let me make my own speech. You said I favored
letting the foreigner do our work. I deny it. You said we could

much time does the gentleman

not compete. I deny it. After we made the hardest fight in the
world to get free shipbuilding material, men like the genfleman
from Wyoming then said we wanted England to make our ship
iron and steel; we denied it. We put it on the free list, and
then the American steel and iron industry competed with the
foreign steel and iron industry and continued to produce all
our ship iron and steel, and if you will put ships on the free
list the American shipbuilder can and will compete and will
build ships for Americans and for foreigners also, That is all
there is to it.

Mr. MONDELL. That is, if you let the foreigner build our
ships, then the American will build them.

Mr. HARDY of Texas. I did not say that. We said, “ When
you put iron shipbuilding material on the free list the foreigner
will not furnish it, but the American steel and iron industry
will furnish it,” and we proved to be right. After we put
iron and steel on the free list the American manufacturers of
iron and steel sold to our shipbuilder the material cheaper
than he could get it on the Clyde; and our steel plants fur-
nished not only material for our shipbuilding but they began
to sell it to shipbuilders all over the world. I trust the Ameri-
can people are not too dense to understand that.

M%-.o EDMONDS. Will the gentleman yield for me to say a
word ! .
Mr., HARDY of Texas. The gentleman wishes to ask a

question?

Mr, EDMONDS. No.

Mr. HARDY of Texas. Then I can not yield to the gentle-
mar.

Mr. MOORE of Virginia. Will the gentleman yield for me
to ask a question in relation to a question propounded by the
gentleman from Wyoming [Mr. MospELL]? i

Mr. HARDY of Texas. Certainly.

Mr. MOORE of Virginia. I understood the gentleman to say
that along in 1920 Mr. Franklin, who, as I understand, oper-
ates ships under the American flag, wighed to buy some of
these ships owned by the Governmment, and he made some defi-
nite proposal in that regard. Since this agitation for a ship
subsidy has arisen, has Mr. Franklin followed up his desire to
acquire the ships, or is he waiting for the enactment of this
bill ?

Mr. HARDY of Texas. I have not heard from Mr. Franklin,
and I presume he is waiting; I presume he is like all the rest
of us—he is for his own interest. If he can get a bonus of a
million dollars for running a great passenger ship he will be
glad to get it.

Mr. J. M. NELSON. Will the gentleman yield?

Mr. HARDY of Texas. Certainly.

Mr., J. M, NELSON. I notice that the J, P. Morgan firm is
interested in the White Star Line and some others—will these
ships come under this proposition?

Mr. HARDY of Texas. Every ship that flies the American
flag, with the full right to fly it, will come under this bill, if I
understand it right, and I think I do. The bill says, “ The _
board is authorized to enter into a contract with any citizen of
the United States who is owner of a vessel for the payment,”
and so forth.

Mr. EDMONDS. Will the gentleman allow me to correct
him there? The ships flying the American flag will have to be
owned by a line before they can get a subsidy.

Mr. HARDY of Texas. That is a qualification that I had not
seen, not even in any paper. If that is so, it only adds to the
viciousness of the bill. If an independent owner can not get a
subsidy, and only the great lines can get it, you are building up
worse than ever.

Mr. EDMONDS. The gentleman knows that that is not
correct. p

Mr. HARDY of Texas. I do not think it is correct, but the
gentleman just said it was.

Mr. EDMONDS. What I mean is, and what the gentleman
must know is, that a man owning 50 per cent of foreign ships
and 50 per cent of American ships can not get the subsidy.

Mr. HARDY of Texas. Oh, that is an attempt to confine the
ownership to our country. Am I right that every ship that
flies the American flag can get a subsidy unless the owner is
interested in a foreign line?

Mr. EDMONDS. Yes.

Mr. HARDY of Texas. I do not find any fault with that re-
striction, except that I think it can be easily evaded and will be
evaded by every big ship-owning interest. They will organize
one corporation to operate the foreign-built ships and a different
corporation, which will be “ a citizen,” to operate the American
ships and draw the subsidy.

Now, I want to tell you another thing: Mr. Franklin in 1920
was anxious to buy these ships, and not only he but others were
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anxious, and the chairman of the Shipping Board thought he
might sell several hundred thousand tons of -ships, but our
policy was in the balance. Congress was debating if, but the
chairman of the board, I think, did all he could, hampered as
he was. He offered some and did sell quite a few ships, per-
haps all he could sell, but he was rightly directed to sell only
at the market price; and after the Hearst injunction he sold
no more. What else? Not only Mr. Franklin seemed to have
strong faith in the ability of American ships to run without
Government aid, but another man, who appeared as a witness
before tlie committee, Thomas H. Rossbottom—and ¥ have said
something about him before—took 13 ships, more than half of
which were not first class, and with those ships he did engage
in competition and he did sail them and is sailing them now
under the American flag at a profit. One of the ships made
$625,000 in three months’ time, clear profit. And, further, he
said that if you would give him a fleet of ships like that he
would enter into competition with the strongest lines in the
world and would come out with a profit. His expression was
that i we would give him a fleet of first-class ships he would
not take off his hat to anybody.

Now, gentlemen, what I wanted to do was to ask this ques-
tion: What wonld I do, what would you do, if you had a great
property, with unlimited capacity and capital to hold and man-
age it? What would you do with these ships if they were yours
and you were not hard pressed for money so that you had to
sell them, but could hold them as well as could anybody else?
Would you give them away and then give somebody to whom
you gave them a bounty to take them? No. You would say “I
am going to keep these ships for the present and either operate
them myself or sell them to somebody who will give me what
they are worth and operate them; I have operated some of
these ships without a loss, and some I must maintain at a loss,
anyhow, because at the present there is no cargo to fill them,
either for me or anybhody else.” :

Do you believe that by throwing them all on the market and
selling them that you are going to increase cargoes? The sim-
ple truth is that we might possibly sell the 400 ships now in
operation and the balanee of the 1,500 will remain unsold and
idle, and you have got to expend the money required to take
care of them, You will sell those that are in commission, now
being operated, and you will keep the others and have to care
for them. 1 say that the bill presents this phase, that private
owners might possibly come in and buy the ships already
operating on definite lines with a profit, or with such income,
as with the subsidy added, would make it a profit. Nobody
is going to buy the useless ships now, but as times get better
ghip companies would begin to come in and buy those which
you had been keeping all the time, and as times got even better
they would eome in and buy some more. The result of this
bill will be that in the immediate future you would begin to
pay the subsidy to all the ships now privately owned, and you
would begin paying subsidy on each of the present Government-
owned ships, as the board gave it away or sold it for a song.
You would not decrease the actual loss that you are paying for
overhead, for repairs, and for care of the idle ships. You would
have that to pay still.

Mr. GRAHAM of Hlinois.
yield?

Mr. HARDY of Texas. Yes.

Mr. GRAHAM of Illinois. What proportion of the $50,000,000
a year probable loss on these ships now is oecasioned by taking
care of the 1,500 ships that we are not operating?

Mr. HARDY of Texas. Apparently all of it is occasioned by
that, and by the overhead charges of the Shipping Board,
since, I understand, there is very little, if any, loss now on
ships actually running.

Mr, GRAHAM of Iilinois. Then the gentleman means that
the shipping that is being operated is just about paying ex-
enges ?

Mr. HARDY of Texas. Now; yes.

Mr. GRAHAM of Illinois. And the gentleman figures that
for 10 years to come, or at least during the life of these loans,
we would probably have to maintain that same Shipping Board
organization?

Mr. HARDY of Texas. We would have to maintain that
organization, and at the end of the 10 years it would be costing
twice as much as it should legitimately cost us te-day; and in
the meantime the creeping up of the subsidy would continue.
There never would come a day when the subsidy and the Ship-
ping Board expenses combined would be as little as they are
fo-day.

You ask me what I would do. I will tell you what I would
do if this property were mine, or what I think ought to be done,
I would pursue very nearly the policy very clearly defined in
the Jones Act of 1920, It was under that act, that does not

Mr. Chairman, will the gentleman

hint of subsidy, that Mr, Franklin made his offer. He made
the offers—to buy ships, to charter ships, or to run them under
commission as an agent. In trying to show that the great ship
companies ean not operate ships for the Government but eould
do it for themselves Mr. Lesrsacea made a magnificent indict-
ment of all the shipowners of this country. If I believe what
he says about it, then I believe they would gouge and steal and
do anything else. He says that these same companies who are
to-day operating these ships, without any investment at all,
withont any capital or depreeiation or repair or interest charges
and losing money for the Shipping Board, if they bought the
ships, would turn them into a profitable venture. ' If a man like
Mr. Munson, if companies like the great companies to whom the
Shipping Board has farmed out these ships under what is called
the M. O. 4 contract—a contract by which they get 5 per cent
of the outgoing and incoming freight and 5 per cent of the out-
going passenger fare and 10 per cent of the incoming—if men
like that ean buy these ships even for a song and work them for
themselves, the same managers and operators, and make a profit
and ean not or will not now make an operating profit for the
Shipping Board, then something is rotten in Denmark.

The very statement is an indictment against the honesty and
the integrity and the patriotism of those men, which puts them
;Iow]n with the thieves and the thugs of this land or any other
and,

I think that Mr. Rossbottom has demonstrated that if the
Government has to do it, it can pursue the policy declared in
the Jones Aet. The Jones Aect said, * Here, you have a great
number of ships belonging to the Government, obtained at a
vast cost to the people, and you have got to do something with
them,” and that act direeted, first, that they sell the ships if
possible to American ecitizens, but that in selling them they
must not sell as a debior forced to sell at a sacrifice, but at a
fair world market, and it then directed if they could not sell
them to charter them to private operators who will pay a proper
price to the Government for them and operate them as char-
terers. And then direeted that if they could neither sell nor
charter the ships, then the Shipping Board should put those
ships into operation themselves, and with their operation estab-
lish such lines of trade as the commerce of our country needs
to help build up our commerce and our trade with the world.
That act provided that if they could not get private ecapital
to either buy or charter the ships to operate, say, between here
and the Argentine, if that is a desirable route, they were then
to put them in and eperate them themselves.

That is a clear policy, an affirmative poliey, but it has not
been pursued.

That aet provided that if they could not get private capital
to buy or charter ships to go between New York and Liver-
pool they were to put them on that route themselves and oper-
ate them. They were to continue to operate them along those
lines until they had so well established the trade that private
eapital would come and buy out the line. It also provided
that If they could not make a line profitable they would stop
the operation of the line after its failure was demonstrated.
It was a eclear, strong policy.

Mr. GRAHAM of Illinois. Mr. Chairman, if the gentleman
will permit, here is the thought in my mind along that line:
How can you interest private capital in buying a line of that
kind if eonstantly over them is the threat of the Government
possibly competing with them?

Mr. HARDY of Texas. There never was any such threat.
I am very glad that the gentleman has asked that question,
because the Jones Act answers it by providing that any line
established should be sold to citizens as soon as a buyer could
be found.

Here igs a line, we will say, to Habana, Cuba, frem New
Orleans. We think that the commerce of the country demands
that line. Nobody is willing to buy a ship from the Govern-
ment and put it on that line. Nobody is willing to take the
chance of ‘its being prosperous enough to warrant their charter-
ing the ship. Therefore we say to the Shipping Board you start
that line. As long as losses are being incurred no one would ex-
pect anyone to come and buy it, but if they finally establish
the line as a profitable line then private capital will want to
buy it, and the Jones Act directed the board to sell it to them,
and the Government then goes out of that line.

Mr. DAVIS of Tennessee. I would state in that conneetion
that one of the Shipping Board witnesses—I believe Mr. W. J,
Love, one of those $35,000 experts—stated that there were no
Shipping Board vessels at all now being operated in competi-
tion ‘with any private lines; that they had taken off all that
were in competition with any private line,

Mr. HARDY of Texas. That is true. The Shipping Board
is so sensitive to private ship-owing interest that they always
place that above the interest of Government ownership,
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But I want to discuss another feature of this bill. Its advo-
cates say that we must have a subsidy in order to compensate
for the difference in wages paid, to Ameriean labor and to the
labor of other countries. Here is an article written by Daniel
J. Sullivan, and read at the Society of Naval Architects and
Marine Engineers held in New York November 8, 1922. Mr.
Sullivan is an advocate of subsidy, but I want to read some of
the things that he says in answer to some of the arguments that
are made. He says:

So in the efficient operation of any ship, every person who has had
a part in designing, In building, and then in operating that ship is
responsible for his part, and if each and every one has produced perfect
results, then the result as a whole should be nll:blertect.

In tireonr this is true, but in practice we find too many exeeptional
eonditions, which expression has been used to cover a multitude of
blunders in the past, #s well ag in the present. 8o in the study of
this subject we must admit to ourselves t each of us is responsible
for the results attained and that on the blunders of the past we can
erect a perfect organization for successful operatiom,

Further :

In studying the cause of the gain or loss of the supremacy of the
seas, 1t appears to be true that the nation which can ships for
less than others, and whose vessels can transport cargoes faster and
cheaper than others, will rule the seas.

Mr. Chairman, iIf we do not reach the point where we can
build ships in America as cheaply as they can anywhere in the
world, we will never rule the seas. If we do not reach the point
where we can transport commodities as cheaply per unit of
freight as any other nation in the world, we will never be su-
preme on the seas. I want to call your attention to the fact
that those who can build the ships for less than others, and
whose vessels can transport cargoes faster and cheaper than
others, will rule the seas, and until we make up our minds that
with all of the advantages that the immense cargoes this coun-
try furnishes, the United States can build and operate ships in
competition with the world, we will never get anywhere on
the seas,

But now they say, leaving out the question of building,
leaving out the cheapness of the ships, we can not operate
thiem because of the greater cost of our labor in running the
ships. It is absolutely necessary for the subsidy advocate to
make that contention to-day, because we are going to give the
An.erican ship buyer the cheapest ship in the world. Is
the labor-cost claim honest and candid or is it a mere pre-
text? f

Mr. Chairman, we passed the seaman act in 1915, and one
of the great purposes of that act was to equalize the labor cost
on foreign and American ships. It is too large a subject to go
into here, but I make the positive assertion that since 1918,
when the seamen’s act went into effect as to foreign ships in
our ports, the wages of seamen on American and foreign ships
entering and leaving our ports have been practically equal.
The Labor Review of October, 1919, of the Department of Labor,
proves this. Moreover the entire wage cost of a cargo ship
is only from 8 per cent to 12 per cent of the whole operating
cost, and any difference in that cost therefor is negligible.

Subsidists have even tried to make the public believe that
the difference in subsistence cost requires a subsidy.

Now let me give you what Mr. Sullivan says about this. He
compiled the actual cost of the different elements of operation.
Here are three different ships, and fhe cost of operation is not
the same on any two ships. An efficient manager will cut
down the cost where a poor one will increase it. What do
we find? I am going to give the whole of this table. Here it is:

Exmisir A,
Efficiency in the operation of steamships.

Example | E le
e Eeple Kegie
Per cent. | Per cent. | Per cent,
B e L I e R L d 2.6 29.9 27.9
Stevedaring, tally, watching, clerks...........c.c..- 2.8 16.0 29
Wagesmsilp .................... 11.2 14.4 13.0
Insurance.... 0.4 81 120
o i o %l 27
£EIL Tokerage
Grainc%ttings ........... 3.1 -3 3L s
;‘t?;dm .............................. %g g:g i.!
o8 o e m S SRS = b A B B S e b 9
Stores engine department. .. 2.5 3.4 3.8
Btores stewnrd departient. . 0.2 0.3 0.25
Advertising.......ccveeuenne 2.4 0.4 0.3
Towhoats....... 5 1.8 L5 L4
Plintapa - L L3 1.3 1.4
TOrk COAIPeE. . - aoevalonnnsesmancass 14 1.8 1.6
Repairs...... 16 51 3.6
Miscellaneous, 21 3.5 2.0
Laundry... 0.2 0.2 0.25
o SR = ST DIN S PR Wt i) 100 100 100

Take Example A: Wages, 11 per cent, and food for crew, 8
per cent, makes 14 per cent as total cost of food and subsist-
ence for the crew. The other items make up 86 per cent of
the total cost of operation. Now let us get his figures com-
paring American and British wages of officers and crew. I
want to show you. This man who favors this bill gives thesa
facts, and I am going to put them all in.

Wage scale effected on July I, 1922,
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Gentlemen, I hope you will read these tables, that do mot
come from me and do not come from an opponent of this bill,
but come from a man supporting this bill. You will find the
difference in labor cost on an American and British vessel is
just the difference between tweedledum and tweedledee. Our
ship officers get some more pay, while the crew generally get
more on the British ship.

Mr. J. M. NELSON. It is higher than Sweden?

Mr. HARDY of Texas, The able seamen and ordinary sea-
men get more on Danish and Swedish ships than on our ships,
but our officers get more. Put the two together—that is, offi-
cers and unlicensed members of"the crew—and the aggregate
labor cost on a British and American ship are practically the
same, and the Swedish and Danish ships algo are nearly equal.

Mr. J, M. NELSON. Did not Mr. Hurley, after viewing con-
ditions in Europe, come back and report to the Shipping Board
that the labor cost was about equal?

Mr, HARDY of Texas. Every impartial 1ran who has invas-
tigated it tells the same story. The diffecence is small, and
here is a man who stands for this bill and yet admits that
the wages of seamen are higher in Great Britain and Denmark
and Sweden than they are here, and they are our competitors.
Mr, Sullivan makes one statement I want to impress on you,
He says:

From a study eof the data available, the writer is of the opinion
that American ships can be made efficient and, excepting the excessive
first cost, depreclation, and overhead expense, can hold their own
a st any competitlon. To accomplish this result. there should be

r relations between the executives of companies and the masters
of their vessels. Masters should be selected for their efficiency and
given absolute authority over the operation of their vessels. Ch
engineers should be selected likewise and given absolute authority over
their own department. The master should be furnished with eomplete

cost data so that he can remedy high cost over which he has control
and show the owner the excessive cost over which he has no control.

In the statement just quoted Mr. Sullivan strikes at the very
root of the alleged inability of American ships to eompete
They simply need efficient and economic management, because
we now have to give to our shipowners the lowest priced ships
in the world.

Mr. Chairman, the Shipping Board will probably sell the
ships in time to the American capitalists, perhaps to a syndi-
cate, who will distribute it and dominate it and make a com-
bination of it. I think we are making a mistake in refusin
to sell to anybody but Americans. The United States ha
10,000,000 tons of shipping that cost the people $3,000,000,000,
I would not let these ships rot; I would put them on the market,
and say to the Americans, “If you do not buy I will sell them
to anybody who wants to buy them,” and when I got the money
I would put it in the Treasury. I would then operate the ships
that I could not or did not want to sell, for the benefit of
American commerce, to take the products of the farmers of this
country to all the markets of the world as cheaply as any com-
petitor can do it. I would put Rossbettoms in charge to run
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these ships until American capital gets tired of waiting for the
carcass fo stink and ready to pay what this property is worth.
You can not expect private ship operators to come and buy ships
as long as they can get them for nothing, as they can apparently
from the present shipping policy. Let us have a little sense,
If an American wants to buy the ships, I would give him the
preference, but if he will not buy I would sell to somebody else,
and when he gets ready I would let him buy the ship of me or
anybody else. If the American ship operator after awhile comes
to the conclusion to buy that ship elsewhere, I would say to him,
“You go and buy that same ship from that party who bought it
from me and bring it here and put it under my flag.” By all
means let us sell these Government-owned ships if we can do so,
and at the same time keep up all our essential trade facilities
and lines, but let us not so limit the sales that we practically
prevent any competition among buyers.

When we shall have sold all the Government's ships, I would
say to the shipbuilders of the United States, “ You are full
grown; get out and compete with the world.,” [Applause on
the Democratic side,]

Oh, that is the only salvation for our merchant marine. Let
your American commerce be free. Knock the shackles from off
your merchant marine. Give us the same right and liberty on
the ocean that every other nation has, that England has always
asserted ; give us the same privilege that England gave her peo-
ple when we sold them 800,000 tons of our shipping during the
Confederate war. Give us the right that England gave her
marine interests when we were building cheaper and better
ships here than she could build. She said, * We will give you
the right to buy your ships in America.”

With our supply of coal, unequaled anywhere else in the
world, our shipbuilders should go ahead. With our oil supply,
enabling our ships to operate with oil burners, with all our
fuel here cheaper and more plentiful than elsewhere, with our
oil selling at $7 a barrel in Shanghal and selling at $1 a barrel
here—with cheaper fuel, I say, and cheaper everything except
human labor, and that only a difference between tweedledum
and tweedledee, if we can not be free men now and compete we
shall never be free men and compete. It is time for America to
awake, It is time to quit allowing the American Steamship
Owners' Association to dictate a policy of graft to the United
States. It is time for us to go out into the world and compete
in shipping, because we can not do otherwise and survive,
Gentlemen, it is not right. Yon do not want to impose this
burden. .

They say this is a tariff proposition. No, it is not a tariff
proposition. My friend from Tennessee [Mr., Davis] and I
differ a little on that proposition. He says one thing that
keeps us from operating our ships is the faect that our tariff
laws keep us from importing anything, and that our ships
that go out laden must come back empty on account of the
tariff. That is true, but the same situation is met by foreign
ships trading to our ports. They, too, must ecome here empty.
It applies to both of us. The difference is very plain between
a subsidy and a tariff. A subsidy is a bounty. We tried it
once in sugar. We said our sugar growers needed aid, but
we said the people needed cheap sugar. We said if we put
sugar on the free list the Louisiana cane growers and the
beet-sugar men wounld be bankrupt. But the people would
not stand for high-priced sugar produced under a high tariff,
and therefore we tried to satisfy the people by free sugar and
the sugar growers by a bounty, but the people would not stand
for the sugar bounty.

Gentlemen, give us free ships. Give to the United States,
to the American, the opportunity to go in and compete, even
while paying higher wages. From 1830 to 1860, though paying
higher wages, we built better ships; we sailed them all over
the world. We can do it again. But we never will do it as
long as the ship owner thinks that there is pap in the Treasury
of the United States that he can get.

The elements of success in competition are full cargo, quick
voyage, quick turn-round, safe navigation, small repair bills,
economic appliances, economy in handling cargo on ship and
shore, good business connections, and good business management
generally.

In comparison with these, the wages paid, even the higher
first cost of the ship, are minor matters.

But any owner can make as quick trips, secure as good cargo,
and do all the things that give success just as well when he
pays only $60 per ton as he could if he should pay $100 per ton
for that same ship or one just as good. Therefore he buys the
cheaper ship, and under our law if that ship is foreign built he
must put it under some foreign flag. J. P. Morgan, Robert
Dollar, or P. A. 8. Franklin will not pay more for his ship just
to put it under our flag. That is the whole story of our flag

disappearing from the foreign trade in the years between 1865
and 1914.

Inability to compete never drove our flag from the sea, but
unwillingness of sensible men to pay more for a tool to work
with than they had to pay, did. The remedy, the only remedy,
is to give our merchantman the right to buy the cheapest ship
he can find, and put it under our flag, with all the rights and
privileges of an American vessel,

I wanted to dwell at some length on the Shipping Board
powers under this bill. I can only mention some of them.
What are those powers?

Mr. J. M. NELSON. Will you review those? .

Mr. HARDY of Texas. Yes. They have the right to say
first to the big man or to the little man, “ We will not give
you a dollar of subsidy ; or we will give you a double subsidy.”
Here is a ship line that runs in competition with you, and they
will say, “We will give them a half of one cent on each ton
per hundred miles, but you can not get a dollar.”” They will
say, furthermore, to this corporation, “ If that is not enough
we will double it. We will give a cent a ton for each hun-
dred miles.” They will say, *“ Here is a company that has a big
passenger ship. Two and a half cents is not enough for them.
We will given them five cents.” All that is absolutely in the
discretion of the Shipping Board. It says to this man, “ Live,”
and he lives, and it says to that man, “ Die,” and he dies.

Then, further, when you have one of these ships belonging
apparently to the American people, but really belonging to the
Shipping Board—we thought we owned it, but really it belongs
to the Shipping Board—if Mr. Nersox comes along and says
“ Here is a4 2,000-ton ship, and I want to buy it,” they may re-
fuse to sell it to him, but here is a corporation they wish to
favor, and instead of selling it to Mr. NeLson for $250,000, ac-
cording to Mr, NeLsox's offer, they may sell it to a corporation
for $125,000. It is so outrageous a situation that there is no
comparison with anything ever existing before. They can go
ahead and act as though they were the Treasury Department
and determine what the real profits are, under rules presecribed
by themselves,

Not only that but when you have passed this bill they will
never come to Congress for an appropriation, They will have
a revolving fund of $125,000,000 there that they can do as they
please with, They can loan this fund to their favorites at 2
per cent, and all this without coming to Congress, simply by
Mr, Lasker drawing his draft on the United States Treasury.

Ten per cent of all the tariff duties that you collect at your
customhouses does not go into the Treasury of the United
States, except as a special fund which you can not touch for
any other Government need. You might want money with
which to enforce prohibition, but you can not touch this 10
per cent. That money is paid out on warrants of the Shipping
Board, and the Treasury is bound to validate them.

Mr. J. M. NELSON, That is in reference to contracts?

Mr. HARDY of Texas. Yes; the 10-year subsidy contracts
to be made by Chairman Lasker. If you pass this bill you
turn the birds of prey loose to fly in the free air of heaven and
incur any expense that it seems proper to them to incur, lim-
ited only by the amount of revenue set aside.

Mr, J. M. NELSON. What about contracts?

Mr. HARDY of Texas. Why, if you pass this bill the Ship-
ping Board can make enough contracts in a year or two years
or three years’ time to tie a millstone around the Treasury’s
neck for 10 years. .

The people may get sick of the law and want it repealed.
Can you do it? No; because by the terms of this bill you per-
mit this Shipping Board to enter into a contract with the
Standard Oil for 10 years, by which the Standard Oil will be
given one-half of 1 cent, or 1 cent, for every ton per 100 miles
traveled in transporting its own commodity. It can do the
same thing with the Steel Trust. It can do the same thing
with railroad-owned lines, This Shipping Board can contract
with every passenger ship that runs or can run 23 knots to
pay that ship 24 or 5 cents per ton per 100 knots for 10 years.
It can give that great subsidy to one-line or one ship and refuse
to give any subsidy to another.

Suppose you have got in competition a very extensive shipping
line of fast passenger ships. You want 5 cents per ton for
every 100 miles. They may say, “ We think it is reasonable,”
and then they give you a contract for 10 years to give you §
cents per ton per 100 miles. Then suppose they refuse to give
your competitor any subsidy whatever. That means you will
have no competitor; you can have no competitor.

The Leviathan seems t0o be destined to some great ship com-
pany on which perhaps the Shipping Board even now has its
favoring eye. And there is talk of building two more ships
even bigger than the Leviathan out of the 2 per cent, $125,-
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000,000 loan fund. Suppose yow try to compute the aggregate
, subsidy that will be paid to these three ships under a 10-year
contract at 5 cents per ton per 100 knots.

A company owning these three ships alone can draw from
the Treasury between thirty wnd sixty million dollars in 10
years, at 2} cents per ton per 100 knots. After these contracts
are signed under this bill the people may squirm, but they are
helpless. The Government will be bound for 10 years from the
date of any contract the board may hereafter make.

Gentlemen, when you pass this bill you put your hands to-
gether and tell the Shipping Board and the big Shipping Trust,
“Put the handcuffs on me, and bind me forever and ever.”
As soon as this bill is passed they will make contracts for the
10 years, but whenever they see an agitation in Congress for
the repeal of this law they will make renewal contracts, they
,will abandon the old contract and make others to operate for
10 years from the date of the new contract. If you ever repeal
this law you will find every contract made for 10 years ex-
tending from about the time you repeal the law, and you will
have it in force for 10 years after the repeal.

Mr. J. M. NELSON. Would we not have to pay in the
Court of Claims, even if this were broken, where there were
damages on account of contracts, in honor as well as legally?

Mr, HARDY of Texas. It might be called damages. It would
be a straight contraet that we pay that sobsidy for 10 years
from the daie of the contraet, whatever the date of the con-
traet was, provided it was during the time when this law was
on the statute books. If the law expired the next day, and
the contract was made for 10 years, the contract would be
good, and we would be bound to pay it in conscience and in
Jaw. The Government might say it was deceived and defrauded
into passing the law and repudiate its contract, but I take it
that the Unifed States will never do that.

Mr. GERNERD. What did our Government pay to Great
Britain for every soldier she earried seross in her transports,
and what did that smount to?

Mr. HARDY of Texas. I do not know and I do not care, I
know that we paid what we had fo pay, and I know that if yon
will get the figures you will find that Great Britain did not
charge us as much asg some of our own shipowners charged us
in the Spanish-American War for the use of the old hulks
that we then had.

Mr. GERNERD. My recollection is that we had to pay
$57.000,000, or $183.50 per man.

M. HARDY of Texas. The gentlenman will have to verlfy
his own figures.

" Mr. GERNERD. I thought you knew.

Mr. HARDY of Texas, It is a matter to which I have paid
no attention.

Mr. GERNERD. I think it is important.

Mr. HARDY of Texas. 1 will wager you that if we hired
ghips of any American shipowner, we paid him as much as we
did the British shipowner, but that matter does not bear on
this bill.

Mr. GERNERD. Here is another question.

Mr. HARDY of Texas. Does it bear on this bill?

Mr. GERNERD. Exactly. I think if is mighty important.

Mr. HARDY of Texas. (o ahead and be quick.

Mr. GERNERD. You said there was no free competition,
and that vou desired to have free competition. Now, why was
there not free competition in shipbuilding prior to 19147

Mr. HARDY of Texas. My friend, if you have not heard
that, vou have not heard anything I have said.

Mr. GERNERD. I have listened to you.

Mr. HARDY of Texas. I said that the United States passed
a law under which no ship could fly the American flag unless it
was built in the United States. Perhaps the gentleman does
not know it, but that law was on the statute books until 1914,

In 1914 we permitted them to come under our flag to engage
in the foreign trade. That law, absolutely prohibiting an
‘Ameriean from buying his ship where he could buy it cheapest,
killed our merchant marine, and that law, if continued, will
kill it again. Not only so. We put shipbullding material on
the free list in 1914 or 1915, and your last tariff act puts it back
on the dutiable list, and you are going to travel the same old
ggithway that you trod for 60 years, which will result as it did

ore in the destruction of your merchant marine. That will
be the fate of the American merchant marine if you let your
party adopt the policies that you seem bent on adopting now.
You are going to adopt a policy that will kill the American
merchant marine naturally, and then you are going to depend
on riding on the backs of the people to support an abnormal
and unnatural enterprise—that is all. [Applause.] Gentlemen,
you -can not do it.

Mr, J. M. NELSON. May T ask the gentleman to give his
opinion as to the value of tax exemption to the shipowners and
the value of the 5 per cent to the shippers?

Mr. HARDY of Texas. It was claimed prior to the World
War that we were paying foreign shipowners an average of
$300,000,000 per year for freight. Our total freight bill now is
perhaps twice that much. If this bill should ever be a success,
our freight bill at present rates being doubtless twice that, the
total freight paid would be $600,000,000. If this bill is a suec-
cess and half of our freight is carried in American bottoms
there will be $300,000,000 of freight money paid by American
shippers to American shipowners. Five per cent of that sum
would be $15,000,000 a year, and that $15,000,000 a year is
what the great big capitalists, the shippers, would deduct from
their income taxes otherwise payable into the Treasury of the
United States, and I do not doubt that that feature of this bill
will keep from going into the Treasury, which is the same as
taking it out of the Treasury, $15,000,000 annually on these
deductions of taxes. Now, what was the gentleman’s other
question? 4

Mr. J. M. NELSON, The total value of the tax exemption
to the shipowners on all the foreign freight, which Senator
Raxsperr says is a billion dollars, and which the committee
says is a fabulous amount.

M;. HARDY of Texas. He says it is a billion dollars earn-
ings

Mr. J. M. NELSON. Earnings.

Mr, HARDY of Texas. If I remember aright that is an ex-
emption going to ship operators from any tax on any of their
income,

Mr. J. M. NELSON. On European trade.

Mr. HARDY of Texas. Yes. On any of their income from
the overseas trade. Now, they are not required to pay any tax
on that income. A big overseas shipping line may earn a
million dollars per year clear profit. If it earns it in the foreign
trade, it is not required to pay any tax on it

In other words, it operates so that ship corporations engaged
in foreign trade will escape all income taxation of the Govern-
ment of the United States. Mr. Lasker himself said that the
indirect benefits of the bill were incomparably greater than the
direct benefits. The s=ubsidy is the direct benefit, The tax
exemptions and forced Government patronage and other fea-
tures are the indirect benefits. There are indirect benefits of
many kinds, and he says that they are more than the direct.
We know or can compute what the direct benefits are. There
are annually $450,000,000 of customs, and 10 per cent of that is
$45,000,000, and that all goes to subsidy, and there are other
sums specifically set aside for subsidy.

Gentlemen, there is no way of estimating what the bill will
cost the American people as a whole, but the most careful and
conservitive estimate I can make is that it will be between
£75,000,000 and $100,000,000 a year,

Mr. J. M. NELSON. Will the gentleman yield?

Mr. HARDY of Texas. Yes. |

Mr. J. M. NELSON. Will the gentleman give us an estimate '
of the transport service? I

Mr. HARDY of Texas. You mean for the Army and Navy. |
I have understood that the transport service would represent a |
profit of $6.000,000 a year, but I am not definite about that.

Mr. EDMONDS. The transport service will not cost that |
sum.

Mr, J. M. NELSON, The mail services are in the thing, too?

Mr. HARDY of Texas. They are to take the place of the |

| present mail subsidy, {

Mr. J. Al. NELSON. The foreign secretary says that it will |
amount to $6,000,000 in this country. Is that correct? -

Mr. HARDY of Texas., I expect It is.

Mr. EDMONDS. The gentleman is incorrect. This bill does |
not put any mail service into the subsidy. The amount involved |
is 81,800,000, but that goes direct to the ships, as it does now.

Mr. HARDY of Texas, The whole mischief of the business is |
that you turn it loose and you have no control over it; the
amount to be spent can not be controlled by Congress. And
yet the bill does not give even the Shipping Board any control .
of rates.

Now, there i3 one other thing. Under the terms of this bill
the great transcontinental railways that control all the freight
going out of this country may become the owners of great ship
lines, and the great ship lines were in combination before the
war began and they will be in combination hereafter. The
lines running from New York to Seattle, to San Francisco, the
Southern Pacific running up to San Francisco.will own thelr
conjunctive steamboat Iines, and your independent shipowner,
if there ever is any such, will have no more chance than the
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snowball in that tepid or torrid and far-famed country below.
[Laughter.]

Mr. J. M. NELSON. Did not Mr. Munson find that before we
went into the war these shipping lines did not compete?

Mr. HARDY of Texas. We got undisputed proof, when the
Shipping Beard bill was before us, of that fact; that every
line was in the combination, and if you pass this bill the great
railroad lines of the country will combine, They will buy the
shipping lines, and when they buy them the European and the
American shipping lines will combine, and there is no power in
this bill to regulate the freight rates, They will fix the rates
themselves and ride the people to death.

Mr. EDMONDS. There is nothing in the law to-day that
prevents the great railroad lines from that.

Mr. HARDY of Texas. I do not think there is, but there
ought to be. Instead of making things better you are making
them worse. [Applause.] Up to to-day there was no one power
that owned such a vast number of ships that could turn them
over to one combination of capital. I mean that under this bill
the Shipping Board may turn over from seven to ten million
tons of shipping to one syndicate or combination.

Mr. J. M. NELSON, There was some bar against railroads
owning ships passing through the Panama Canal.

Mr. HARDY of Texas. I do not know whether that is re-
pealed by this bill or not. A rail-owned ship can not now go
through the canal unless the present Congress has repealed that
law. If it has not it will do so, I think.

Mr, J, M. NELSON, What is the value of the preferential
rates to the railroad? s

Mr. HARDY of Texas, I have not time to go far into that,
but it will enable the railroads to route all foreign commerce
over their ship lines. The railroads in order to favor a par-
ticular shipping line can give preferential rail rates to goods
going by their ships and refuse such preferential rates to goods
carried by other ships. If you have an independent ship it
does not get the benefit of the preferential rates fixed by the
railroads. The fact is yon have got the Government now in
one concentrated body owning 10,000,000 tons of shipping that
it is ready to sell. You have got the great railroads concen-
trated in management and operation, and we have heard a
capitalistic official who says it is likely that a great syndicate
can be formed to buy the ships in part or in whole. You make
conditions under which the railroads can easily combine and a
great syndicate can go to the Shipping Board and make them
an offer to take these ships and that will antomatically throw
the ships under the management of this vast combination which
can fix the rates at their sweet will, and they will do it to the
oppression of the people, and you do not reserve one single
thread of authority to regulate or mitigate these rates by this
bill. There is nothing else but a sure prospect of combination,
monopoly, and outrageous oppressive rates governing the freight
of the American goods by these lines which will go to the Japa-
nese, the British, the French, and tlre German lines and combine
with them, and nothing will prevent them from fixing the rates
at their own sweet pleasure in order to levy on the American
people the tribute that commerce must pay.

It is the old story—tax the traffic all it will bear and then
go into the Treasury and get what you can out of the Treasury
by virtue of your tax exemptions and your subsidy. [Applause
on the Democratic side.]

Mr. Chairman, with a subject too vast and varied in its
aspects for any brief presentation, and with interruption fre-
quent and welcomed, my discussion has been desultory and
disjointed, but I have done the best I could to give to the public
such high lights as may expose the most vicious features of the
bill. I have for 10 years had a vision of an American merchant
marine, self-sustained; in giant strength breasting the seas
bravely, meeting and conquering the competition of the world.
Pass this bill and my vision vanishes, our merchant marine
shrivels to a milk-fed, puling baby and dies. Defeaf it and
pass a law to give us free ships and the dawn of our commercial
and maritime supremacy is here—my vision comes true. [Ap-
plause on the Democratie side.]

Mr. GREENE of Massachusetts. Mr. Chairman, I yield 25
minutes to the gentleman from Ohio [Mr. Becs].

Mr. BEGG. Mr. Chairman, after listening for a couple of
days to the discussions of the bill, the inaccurate statements
that have been made lead me to believe that I am meeting the
Democratic campaigners out in the field. It is the same old
cry, the same old story, when you listen to any kind of a de-
bate. Either the opponents to this bill willfully misrepresent
the figures and the facts or carelessly state them without mak-
ing a search. There is another .peculiar thing to which I
would direect your attention. If you make a little study of
where the opposition to this bill lies, on either side of the House,

you will find that 90 per cent of the opposition lies in the
States that will pay only about 10 per cent of the subsidy,
whether that subsidy be $50,000,000 or $300,000,000 a year. It
is a rather significant thing to me to hear the cry of sectional
benefit raised from a section that does not pay but a fraction
of the subsidy, from a section of the United States that has
been the chief beneficiary of more direct Government subsidy
since they have been opening it up than all of the rest of the
country together. It would seem to me that if those argu-
ments were true that the Bast and the Coast States were going
to be the chief beneficiaries of this subsidy, that your gener-
o;lty ought to go to the extent of permitting us to pay our own
bills, because I will show you by the figures before I am through
that you people who are raising the loudest noise in objecting
to the passage of this bill will pay, per capita, the very least
of anybody. In Tennessee and in Texas and in seme of the
States where you are crying aloud against it your people will
not pay more than one-third of what it will cost the people in
my State and in New York, Pennsylvania, and Illinois,

ih{[;? DAVIS of Tennessee. Mr, Chairman, will the gentleman
yie

Mr. BEGG. No; I can not yield. The gentleman consumed
three hours and would not yield to me yesterday. When you
are making a speech and have no thought of being checked up,
it is the easiest thing in the world to cry graft and scandal.
The gentleman from Tennessee [Mr. Davis] yesterday in his
remarks said that if this bill were passed there would be the
greatest scandal ever in American history grow out of the
Shipping Board. The thing that puzzles me is how he knows
that fact. There is no argument in such a statement. It seems
to me it is about time, that men who come to Congress begin
to vote as they believe, and not be influenced by scare headlines
or scare speeches about scandal and graft, and the hearings are
full of graft and scandal talk. The man who is always holler-
ing scandal and graft is the man that I want to watch. I
think the Members of this Congress are honorable and honest
men, and with the man who does not agree with this bill I
have no quarrel, if he is honest and conscientious; but I do not
like fo see anyone as prominent as the gentleman from Ten-
nessee try to scare the public mind by erying that there will be

a scandal and that it is an open bid for graft. He owes it to

the country to prove his case or withdraw such statements.
Such thoughtless statements from a distinguished gentleman
like the gentleman who made them brings the whole Govern-
ment into disrepute with the uninformed class.

The statement was made on the floor the other day by the
minority leader [Mr. Garrerr], and, I think, by the gentleman
from Tennessee [Mr. DAvis] yesterday, in arguing the question
of the rule, that if the President were correct in admitting that
the Government under Republican administration is unable to
operate the merchant fleet without a loss, it is a sad commentary
on Republican efficiency. On the contrary, it is the highest
eulogy, because the figures, which are an open book to any
man, show that the Shipping Board is being operated at a cost
of about $7,000,000 annually less than it was under the gentle-
man’s own party, and yet even in the face of the economies that
are being practiced, even in the face of every kind of cut that
has been made, we are running behind at the rate of $50,000,000
a year,

Under the Democratic administration there were 8,324 em-
ployees and at the present time there are 4,479, and that means
a saving annually of $7,628,677 in salaries alone. If you call
that Republican inefficiency, what adjective would describe the
management under the Democratic control?

We have had enough of Government ownership to eliminate
that., We have the merchant marine, and the question to be
decided is not whether we will acquire a merchant marine,
The only question that is before this Congress is, What will we
do with that which we have? The fact that the war produced
the merchant marine is conclusive proof that if we have another
war we will have to have a merchant marine, and it seems to
me that we should not put it into the discard. The only
question is, How will we continue to maintain and build up the
merchant marine which we already have? With those who
advocate Government ownership of public utilities, I have no
quarrel. The United States Government every time that it
has touched a public utility in the way of operation and con-
trol has been successful in making it expensive and ineflicient,
and until we can demonstrate that Government control of
great utilities is both economic and efficient, I stand on
the side of private operation of all public utilities. That
being true, there is nothing to do other than get rid of this
fleet. The opposition has offered no solution but contented
themselves with destructive criticism. That never solved a
problem,
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I would like to ask the gentleman from Texas [Mr. Haroy],
who is opposed to this proposition, why it is, if it is possible
to operate this fleet without a subsidy, that never before has
any man been found with astuteness for finance—and we have
produced some of the greatest financiers in the world—suffi-
cient to induce him to go into the shipping business and make
a success of it on a big scale. That answers the whole propo-
sition itself, If American ships can be operated without a
subsidy, and pay two or three times the wages of other nations,
their competitors and they subsidized, why have not men in-
vested their eapital and gone into the shipping business?

Mr, HARDY of Texas. Does the gentleman wish an answer
to that question?

Mr, BEGG. Oh, I heard the gentleman speak for two hours,
and I could not get any answer to that.

Mr, HARDY of Texas. Then the gentleman does not ask
the question with the view of having it answered.

Mr. BEGG. It would seem to me that Amerlcan business
would have produced some man with genius enough fo operate
this fleet during the past 100 years. Remember, the United
States flag flew on the seas alongside that of every other nation
on the globe at one time. After the invention of the steel ghip
the United States was driven off the seas because of the compe-
tition, and we are now confronted with the proposition of main-
taining the flag on the seas or seeing it disappear again. Let
me put this proposition to you: Suppose I were to go into bus-
iness alongside of some other man in New York or Philadelphia
—and I am perfectly willing to take any one of the  great
businesses of either of those cities. Permit me to do his hauling
of the different articles he offers for sale from the point of ship-
ment, the dock or the freight house, and at the same time let
me compete-with him in the running of the store, and I will
put him in bankruptcy inside of a year. Is not that exactly
the position of the United States to-day? We are in competition
with every nation in the world. Are you going to ask Great
Britain or France or Italy or Belgium or Japan to come to New
York or Philadelphia or Boston and load on the American prod-
ucts and haul them to the markets of the world and sell them
in competition with their own? If you do that, then you have
absolutely signed your own death warrant economicaily, If
your competitor does your draying and can charge what he will
you are at his mercy. The fact is so flagrantly potent that the
smallest merchant does not allow his business to become de-
pendent on his competitors’ hauling charges. Would Henry
Ford let John Willys do his draying and charge what he wanted
to? If he would there would be no Ford cars on the market.
You men who oppose thig bill put yourselves in the attitude of
forcing the United States to look to her competitors, Great
Britain and Japan, to haul our products to market from our
ocean ports, The United States might build up the finest trans-
portation system in the world, but if it stopped at the ocean
front she would be a helpless nation pitied by her very rivals
for het short-sighted policy.

When war opened the United States found herself in just
that condition. No transportation beyond her boundaries. Sup-
pose, men, England and Germany had been allies in the last
war, could America have gone to the defense of civilization?
Who would have carried her men and munitions? The loyalty
of the opponents to this bill must be unquestioned but their
ability to visualize the national future can certainly be doubted.
Your policy will keep the United States a second-rate world
power while the policy established by this bill will make her a
world power on the sea as well as on the land, and in commerce
as well as in war, and will do more to establish those unselfish
American principles and eivilization throughout the world than
all the other devices of man down to date.

When the Boer War came Great Britain raised the freight
rate from New York and Boston to the markets of the world
30 per cent, and if you will take the time to figure the amount
of money on the tonnage that passed at that rate you will find
that you have enough money to pay a subsidy for the ten years,
or for the life of this law.

Mr. HARDY of Texas. Will the gentleman yield for a brief
question? .

Mr. BEGG, If it is brief.

Mr. HARDY of Texas. Does the gentleman think that Ameri-
can-owned ships under the British flag would play us false also?
We had a great many of them.

Mr. BEGG. It is not a question of what I think, and the
trouble with the gentleman seems to be that most of his argu-
ment is as to what he thinks. Go and look at the freight rates
before the Boer War; look at the 30 per cent increase during
the war. Go to the Department of Commerce and make the
calenlations yourself and you will find that we almost paid for
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the English cost of the Boer War out of the American cost for
our drayage. Are you willing to continue to be dependent?

Mr. HARDY of Texas. Does the gentleman mean to say
that in the Boer War the entire ships were British?

Mr. BEGG. AlL

Mr. HARDY of Texas,
charge as high?

Mr. BEGG. Now, in my speech I want to show the cost of
this subsidy which would fall on the men defending it or on
their State, and I want to give a few figures to back up that
statement. The State of Tennessee seems to offer the most
pronounced opposition to this bill. The total amount of money
paid into the United States Treasury by Tennessee, according
to the Treasury reports in 1921, was, in round figures, $35,-
000,000, which is one-hundred-and-fortieth of all the reve-
nue. Now, supposing the subsidy is $30,000,000, the State of
Tennessee would pay one one-hundred-and-fortieth of the $30,-
000,000 or $214,286, or 9 cents per capita. I would like to ask
the Congressman from Tennessee—you admitfed in your speech,
every one of you, that the United States must have a mer-
chant marine, and the only argument made here against it,
putting it in a nutshell, is this, that now is not the time,
I ask you, even though now is not the most propitious time,
would you be willing to cripple the whole United States mer-
chant marine in favor of some foreign country for 9 cents per
capita tax on your people? Is that the measure of your states-
mansghip?

Mr. DAVIS of Tennessee. Does the gentleman want me to
answer that?

Mr. BEGG. On the other hand, the National Government
this year subsidized the State of Tennessee for educational
purposes alone $131,045, which is more than 50 per cent of the
total assessment against Tennessee if the subsidy is really
$30,000,000.

Mr. MADDEN. They are paying this subsidy now out of the
Treasury of the United States just the same.

Mr, BEGG. They are paying more than that I am trying
to show that the subsidy is not a payment against their State,
even though they are not paying it right now. For health for
the State of Tennessee they are receiving $12,978 out of the
Federal Treasury. For roads they receive $6,228,137. What
for? To build highways so that the people in Tennessee can
have better methods of transportation for their products to
the market. We people in Ohio pay taxes to build your roads
in Tennessee and subsidize you to get to the market, and yet
you are not willing to vote 9 cents levy to enable the Eastern
States to get an outlet for their products on the high seas.
[Applause.] Even though it would be more benefit to the
East than to the West, the whole Nation should be benefited,
and the man who argues otherwise is certainly narrow as to
his viewpoint in regard to the national welfare, South Caro-
lina pays $29,000,000, which would be one one-hundred-and-
sixty-eighth of the total subsidy. On a basis of $30,000,000, it
would pay $178,600. She received for educational purposes
alone $105,000 as a direct subsidy from the United States GGov-
ernment out of the Federal Treasury. Alabama paid $18,000,-
000 last year, which is one two-hundred-and-seventy-second part
of the total amount paid, and her share of the subsidy of
$30,000,000 would be $110,000. She received out of the Federal
Treasury $129,000 for education alone, and it would seem to
me that opposition to a subsidy bill on a basis which makes
5 mills against every man, woman, and child in that State
ought to be quiet when they are getting more for one item
than it would cost them for the ships. They received for
roads $5,776,000. Where is it to come from? Certainly not
out of the taxpayers’ pockets of that State alone, but it comes
mostly from those States now asking for a merchant marine.
Can not you see that by helping get a merchant marine you are
making it possible to continue to help educate your children
and improve your roads?

Mr. BANKHEAD. Will the gentleman yield for a question?

Mr. BEGG. The State of Texas. There is a good deal of
opposition from that State. Texas paid $81,000,000, which is
one one-gixtieth of the total revenue, Their part of subsidy
would be $500,000 that the State would be compelled to pay if the
subsidy was $30,000,000. The State of Texas alone received
$200,000 for education, $23,000 for health, and $16,000,000 for
good roads. Texas's share of the subsidy would levy a per
capita tax of 11 cents per annum against her people, or in 10
years $1.10. Do you men from Texas believe your people
would begrudge $1.10 in 10 years to insure the American flag
flying over the boats carrying their cotton, beef, and oil to the
markets of the world, or do you think your citizens would
prefer to keep their 11 cents annually and then see the British

Did the ships owned by Americans
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and Jap flugs fly over United States products. Tell them what
it will cost and then ask them which they prefer. Would you
rather pay tribute to Great Britain and Japan to ecarry your
products to the markets of the world than tax your people 11
cents a bhead annually? [Applause on the Republican side.]

We have had a good deal of opposition from Wisconsin.
Seventy-one million dollars is the total amount of revenue paid
by that State in 1021, or one sixty-sixth of all the revenue.
Four hundred and fifty-five thousand dollars would be the
assessment against the State of Wisconsin if the subsidy is
$30,000,000 and no more. Yet the State of Wisconsin received
$150,000 last year for education alone. In 10 years that wonld
be $1,500,000, or nearly the cost of four years of subsidy. For
health they received $14,000. For roads - fhey received
$7.400,000 that has been appropriated to build highways in
Wisconsin; and if this subsidy bill is passed and costs $30,-
000,000 each man, woman, and child in Wisconsin will pay 17
cents in order that Duluth and the lake ports bordering on
that State may have an outlet and incentive and inducement
to build a boat line that will go through the canal loaded with
the grain of the Northwest and dock in Liverpool or gnywhere
else nbroad.

Ar, J. M. NELSON.
for a question?

AMr. BEGG. I regret I can not yield.

I want to ask the advocates of the Great Lakes and St.
Lawrence waterway, Where are you now? There could not
be a piece of legislation going on the statute books that could
Lelp us out in the West and Middle West more than this. We
realize the importance of the Great Lakes and St. Lawrence
waterway, but we want men to invest in boats big enough to
deck in the ports of the world. Every time a ship enters a
foreign port it is entitled to a subsidy under this bill. But if
she comes back and sails through the Soo and unloads at any
of the Lake ports, she again becomes entitied to a ship-subsidy
award. Apd you gentlemen who are advocating the Great
Lakes and St. Lawrence Canal should get awake and realize
that this is a distinct confribution to our cause, instead of
champing the bit on the theory that if is going fo benefit New
York or any other particular State.

Most of you men in Ohio and Illinois and New England and
New York and Pennsylvania are favorable to this legislation
and believe that it Is a national asset to build a merchant
marine along the line we have outlined. I want to show you
gentlemen what it is going to cost us. Take the State of
Illinois. She paid into the Treasury $398,000,000, or one-
twelfth of all the revenue collected in the United States. Think
of it, one-twelfth of all the revenue came from the State of
Iliinois. Now, get this: There may be some Congressmen from
Illinois opposed to this bill, but I have not heard of them if
there are any. DBut if this subsidy passes and it costs $30,-
000,000, the State of Illineis will pay $2.500,000 of that alone,
or an assessment on her people of 39 cents per capita. Now,
if the boys from Illinois are net afraid to put a tax of 39
cents per capita on their people to insure the Stars and Stripes
continuing to fly on the high seas, why, in Heaven's name, are
the boys in Tennessee scared at a 9-cent tax?

The CHAIRMAN., The time of the gentleman from Ohio has
expired.

AMr. GREENE of Massachusetts. Does the gentleman desire
more time?

Mr. BEGG. I would like to have more, if I could have it.

Mr. GREENE of Massachusetts. How much?

Mr. BEGG. 0Oh, 15 minutes. . y

Mr. GREENE of Massachusetts. I yield to the gentleman 15
minutes. - i

The CHAIRMAN. The gentleman from Ohio is recognized for
15 additional minutes.

Mr. BEGG. Now, let us take the State of Ohio. It is fair
for me to speak of my own State, favorably or otherwise. We
paid $208,000000 inte the Treasury last year, or one-seven-
teenth of the total, and if this subsidy passes and it costs
$30,000,000, I, by my vote, will help to impose upon my home
people a tax of $1,764,706, or a per capita tax of 31 cents.
There has been a good deal said about whether the poor farmer
will get anything out of this or not. My farmers are intelli-
gent. My farmers prefer to tax themselves 33 cents per year
to having Great Britain and Japan tax them any amount they
wish by increasing the freight rates 30 per cent, as they did
during the Boer War. Our ancestors fought Great Britain to
escape taxation, but the oppenents of this hill are fighting their
own people to make it possible for Great Britain and Japan
to tax us indirectly at will. The people of my district would
pay any necessary tax levied by their own Government, but

Mr. Chairman, will the gentleman yield
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they refuse, as did their fathers, to pay a tribute even if levied
as an indireect tax,

I am convinced that this bill if made a law will be a national
asset, and I would be false to my oath and untrue to my con-
stituency and the Nation if I did not do that which I believe
to be right, even if some of them, through a lack of under-
:'itg m}llng, should be opposed to it. [Applause on the Republican

e.

Mr. MONDELL. Mr. Chairman, will the gentleman yield?

Mr, BEGG. Yes.

Mr. MONDELL. The gentleman primarily is not looking for
a personal life raft, as sone gentlemen seem to be doing?

Mr. BEGG. No; I think I have an opportunity of getting
more information than anybody in my distriet, and although it
may sound like conceit, I think that my people believe I have
the courage to come and tell them the truth; and if you present
the facts fo my people, that for 31 cents assessment per man
they can have a permanent merchant marine over which flies
the Stars and Stripes there would not be a single eriticism, but,
on the other hand, all would applaud my stand. [Applause on
the Republican side.]

Take the Btate of Michigan. Two hundred and seventy-four
mitlion dollars were paid into the Treasury by her last year, or
one-eighteenth of the total revenue, If this bill passes they will
pay $1,666,667, which is a 45-cent assessment against the people
of Michigan for every man, woman, and child in that State; and
so far as I have been able to find out, nearly all the Con-
gressmen representing that State believe that this bill ought
to be passed. It may be with some amendments; I do not
know. But the principle of the subsidy ought to be enacted
into law, so that our merchant marine can compete with Great
Britain and Japan,

Pennsylvania paid into the Treasury $398,000,000, or one-
ninth. T do not know any Pennsylvanians who may be opposing
this bill, but Pennsyivania's contribution under this subsidy
would be §3.303,000, or a 38-cent tax on each man, woman, and
child, Now, if the people of Pennsylvania and Ohio and Tllinois
and Michigan and Indiana are going to be taxed and their Rep-
resentatives are not afraid to put that tax on, why should Rep-
resentatives from the other States be afraid?

Now, I want to give you the figures relating to New York:
They pay $1,330,000,000 taxes; they paid that last year, or one-
fourth of all the revenunes; and if the ship subsidy becomes a
law and the cost of it is $30.,000,000, the State of New York
alone will pay as her share $7,500,000. I do not know of any
New York man who is opposed to the ship subsidy, because they
see first hand what it costs the United States not to own their
fleet and not fo carry the American flag on the high seas. If
this bill becomes a law it will cost every man, woman, and child
in the State of New York 73 cents. If this bill becomes a law
the Siate of Massachusetts will make an assessment of 43 cents
against every one of her citizenship. Why are you from Texas
afraid of 11 cents apiece, and from Tennessee 9 cents apiece,
and Alabama 5 cents apiece as your tax for this purpose in the
face of the above figures? Most taxes are supposed to be
equitably levied. It so happens that in this case it will not be
an equitable distribution. And if it is true that the East will
be the greatest beneficiaries it is also true that the East will
pay two-thirds of the cost of the whole bill, let that cost be what
it may,

I want fo refer to ene other criticism of this bill, and then I
am through.

Mr. MONDELL.,
right there?

Mr. BEGG. Yes.

Mr. MONDELIL. The gentleman has already called atten-
tion to the fact that we are now paying some $50,000,000 for
the maintenauce of the fleet, the small portion of it that we
keep on the high seas; so that after all these sums which the
people would be called upon to pay are not new levies or new
burdens. They are burdens that they now bear in a larger
amount, with practically no permanent benefit, than they would
bear under this bill.

Mr. BEGG. That is correct. The President brought that
out so forcefully and so well in his speech that it seems to
me an utter waste of time to discuss that phase of it. I have
tried to accept the argument that has been propounded by
the opponents of this bill, namely, that it was going to be a
tax on the great mass of the people and no benefit to them,
and it has been from their own argument that I have tried
to prove my case,

Now, I waunt to refer to something in the testimony. I want
to show you some of the kinds of opposition that there have
been to this bill. One Benjamin Marsh testified to the extent

Will the gentleman yield for a suggestion
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of about 30 or 40 pages in the hearings. On page 1608 Mr.
Enaroxps asked him this question:

I understood you made the statement this morning before I came
here that the President was lending his help to an insidious campaign
to rob the people of the United States,

The reply of Mr. Marsh was this:

I denounce the subsidy bill as an insidious steal. If the Presi-
dent Indorses the ship subsidy bill, T repeat that the President is in-
dorsing an insidious steal to put over on the American people, and I
am going to go all over the country saying that.

In a statement on page 1581, Mr. Marsh says:

Before T get thrtm%h, I want to read you the letters I have written
to the President asking him to do his constitutional duty and prose-
cute the men who have robbed the Government of scores of millions
nnder the Shipping Board. He has not done it; I do not know whether
he will §r not; but w!:.{ is this invitation to graft put in this bill—
this mandate to graft, I might almost say?

Here is something he says about us.
financial organization that is interested in the shipping busi-
ness, on page 1576, he says:

And if this financial syndicate were able to get a high bounty or
bonus or subsidy, so as to make their business very profitable on their
very small investment in ships, which they are seeking to get, it would
not be go hard for them to control certain Members.

Mr. MONDELL. Is this gentleman a shipping expert?

Mr. BEGG. He claims to be a farmer, so I understand,
His title shows him to be at the head of some farm organiza-
tion.

Mr.

Mr.

Mr.

Mr.

MONDELL. Who is he?

BEGG. Benjamin Marsh.

STRONG of Kansas. He is not a farmer.

MONDELL, A farm organization that exists only on

per.

Mr. BEGG. I can not give you his biography. He is not in
Who's Who, and I was not permitted to search the records of
the lower East Side of New York a few years ago, so I can
not give it. But I want to say this regarding any man who by
insinuation or otherwise accuses any Member of Congress or
the President of being a party to graft ought to be confined in
the penitentiary unless he proves his charge. Such an assassin
of character if ealled to an accounting would be the first to
cry, “ Free gpeech,” [Applause.] I o not care who he is, he
is a cowardly kind of an assassin who never would say that
to your face. It is unfortunate that any man in the discus-
sion of any bill will insinuate that there is seandal connected
with it, or crookedness, because if there is, am if he himself
is a decent American citizen, he will file his charges and bring
the man to an accounting.

So far as I am concerned I am convinced that every man
on this side aml on the opposite sitle in his consideration of
this bill is motivated only by the highest purposes to serve
his eountry best. If I were a member of the committee I would
not permit a man to testify like that unless he filed his
charges and proved his ense, and I would not waste the paper
to record his testimony. When he thus insults the President
of the United States and insinuates against the men. in Con-
gress, it is the easiest and about the most despicable thing a
man could do.

Now, in conclusion, let me say that I know President Hard-
ing has only the best interests of all the country at heart
in coming before us and advocating the passage of this bill.
I know he knows that he will probably lose some votes and
support in certain sections of the country for doing it. But
history will accord to such & man a place who has the courage
to do his duty as God has given it to him to see his duty,
and I commend President Harding and I honor him and I
honor vou for voting your convictions regardless to which
gide those convictions may lead you. But I want to say for
my part that T will do anything I can do to lend support to
the acquirement of a mwerchant marine for to-day’s peaceful
business and commerce, and for to-inorrow’s war if we have
one, so that when another war comes we will not plead to
Germany or England or France, “ Please come and take our
men and our: munitions and our suopplies.” Why, not one-
tenth of 1 per cent of the American men and supplies were
carried aecross in the bottoms of the American merchant marine,
The greatest nation in the world ought to have every man and
every gun and every cartridge of ammunition transported
wherever she wanted her flag to go in American bottoms, If
we pass this subsidy bill we will have a merchant marine,
not simply as good as that of England but the best merchant
marine that flies the flag on the high seas; and the best is
none too good for an American citizen in these times, [Ap-
planse.] '

Mr. GREENE of Massachusetts., Mr. Chairman, I yield to
the gentleman from New York [Mr. Hustep] 10 minutes.

In speaking of a.

Mr., HUSTED. Mr. Chairman and gentlemen, I can add
little if anything to the admirable speech just delivered by
the gentleman from Ohio [Mr. Becs]. But I feel I have some-
thing I wish to say on a bill of as great importance as the
one now before the House.

The main argument against the bill, and in the last analysis
perhaps the only argument, is that it taxes the many for the
benefit of the few, Well, it is true that the bill does tax the
many for the benefit of the few, and if it did nothing more
than that the argument would stand. But it does, I think,
vastly more than that. It taxes the many for the direct
benefit of the few in order that all may indirectly benefit.
We have done that frequently, and we know we were justified
in doing it because the growth, development, and prosperity
of our country are largely attributable to carrying out ex-
actly that policy.

A few years ago, I think in the year 1916, the gentlemen
from the Mississippi Valley came before this House and asked
us to authorize the appropriation of a large amount of money
to improve the Mississippi River. They said the project was
for the general welfare, that it was affected with a public in-
terest. Of course, it proposed to tax the many for the benefit
of the few. It directly benefited all the people who owned
land in the Mississippl Valley, and yet we passed that bill in
this House because we knew that though it directly benefited
the people in the Mississippi Valley it was an indirect bene-
fit to all the people in our great land to have the magnificently
fertile land of the Misgissippi Valley reclaimed and turned
over to agriculture.

We now are told, as a result of the war, that the money we
then provided is insufficient to build all the levees and do all
the revetment work necessary to save this section. of our
country, and I understand that these same gentlemen from
the Mississippl Valley are coming back here to ask for more
money in order to complete the work, although we know the
expenditure of that money directly benefits the few. It will
also directly benefit the few in greatly differing degrees.
There are some along that river who are much better off than
others and do not need Government aid as much as others do
It is exactly so in the shipping world. We passed the beno-
ficial legislation for the people of the Mississippi Valley in
order that it might indirectly benefit the whole Nation; but
the benefit to the people ag a whole is not nearly so clear, is
not nearly so sure, as the benefit to all of the people of our
land by the upbuilding of an American merchant marine
which will give us international commereial contact with all
the markets of the world, and which is absolutely vital if we
are to market our goods at the best price and the least cost.

I was talking a few days ago with a very prominent ad-
miralty lawyer who happens to represent British shipping in-
terests. He was opposed to this legislation, and he appealed
to me to vote aguainst it. He said it was unfair for the
United States, with its boundless resources, with its great
wealth, to enter the field and drive England from the seas;
that England was more dependent on overseas commerce than
we were; that she was a little island with little agricul-
ture, and that all her interests were manufacturing; that in
order to live she must find markets over the seas; that her
overseas commerce was vitally necessary to her. He said in
addition to that, “ How can you expect Great Britain to pay
her debt to the United States if you take away from her the
one means of payment, her overseas commerce? "

I said to him, the United States has no idea of entering this
fleld and driving Great Britain from the seas; nothing is
further from her thought. We are not animated by the same
spirit that moved Germany when she entered on her policy of
commercial expansgion with the direct purpose of wresting
control from Great Britain on the seas if it was possible for
her to do so, I said, “Oh, no; we do not expect to monopolize
all the commerce of the world; we hope to get a comparatively
small share of it; but we do want a merchant marine, in order
that we may exchange our products in all the markets of the
world on the best possible terms."” This is necessary to our
continuance as a great commercial nation, The time is past
when we can depend on British hottoms to earry our cargoes,
In the past Great Britain was tl's great creditor nation, and
we, with all nations of the world, were indebted to Great
Britain. It was to her interest to see that our goods were
transported to the markets of the world, hecause when a cargo
of Ameriean goods went over the seas in British ships it went
to pay our British debt. That conditicn no longer prevails.
We to-day are the creditor nation of the world and Great
Britain is debtor to us. There is no strong reason now why
Great Britain should be so eareful, so zealous. so attentive,
in looking after our shipping interests. We must pnow look
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after onr own; we must protect our rights; we must protect
our manufacturers; we must protect our farmers; and we
must have our own American merchant marine, built in Amer-
jea, owned in America, manned by Americans, and sailing
under the American flag if we are to have a merchant marine
which appeals to the virile Americanism of our people. [Ap-
lause.

4 Mr. (]:halrman, we once had a great merchant marine. There
was a time in the old days, before steam, when our ships sailed
the seven seas and carried a large percentage of the cargoes
of the world. They were the glory and the pride of the Ameri-
can people. But we laughed at steam. We thought the time
would never come when our great clipper ships could be sur-
passed by any ship that sailed the seas, and when the Civil
War came on Great Birtain had her chance, and she aitained
a supremacy, which she has always held, and which Germany
alone has challenged. The Great War gave us our chanee, and
foolish would we be and deserving of the reprobation of future
generations if we fail in our turn to take advantage of it and
keep our flag where it should be, proudly flying on all the seas
and in all the harbors of the world.

The CHAIRMAN. The time of the gentleman from New
York has expired.

Mr. GREENE of Massachusetts, Mr. Chairman, I yield 20
minutes to the gentleman from California [Mr. Freg]. -

Mr. FREE. Mr. Chairman, although perhaps my physical
condition will not justify me in standing here to-day, yet in
view of the experience that California has just had in the mat-
ter of transportation, I feel it my duty for just a few moments
to say something in favor of this bill. On the western coast
we are a long way from our markets, Our markets are on
the eastern coast, our products are largely perishable, and un-
less we can get them to market at the time they are ripe and
ready for market they are a total loss to us. In the season
that has just passed Califernia sustained a loss of from fifty
to one hundred million dollars by reason of the fact that she
could not get the transportation to take her products from her
land to the markets in the East, There has always been a short-
age of refrigerator cars. There has always been a shortage
of ventilated cars, and with the strike the combination was such
that it was impossible to get to our markets. We turned to the
sea because we are on the sea, and yet there we were afforded
no relief from the condition that existed. My farmers are for
this bill; they want transportation on land and sea, and they
want it on the sea in American ships.

My attention was first called to the extreme to which this
country was driven a few years ago when I was in the city of
Seattle. I met there a manufacturer from the city of San
Francisco. I asked him what he was doing in Seattle, and he
told me that he was trying to get some goods transported to the
Orient. I asked him why in Seattle, and he told me there was
no regular line leaving San Francisco for the Orient that would
take his goods, and that in order to get those goods to the
Orient in time to fill the orders he had to send them from San
Fraucisco to Seattle and then let them lie on the docks at
Seattle until a Japanese ship would come along and take them,

While he was there in Seattle such a ship did come, but,
owing to the fact that the company that owned the ship was
tied up in some sort of way with a company that was antago-
nistic to this gentleman’s company, he had to wait for another
ghip, and the goods were six weeks on the docks at Seattle
before they got aboard a ship to go to their destination. At
that time I made a little study of the conditions of transporta-
tion in American bottoms; and, bringing that study down to
date, I am going to quote some figures,

In 1830 we carried in American bottoms 94 per cent of our
imports and 86 per cent of our exports. In 1840 it was a
little less—86 and 80. In 1850 it was 78 and 65, and in 1870
it was 33 and 37, and so it went on down until in the year
1910 we carried in American bottoms only 7.5 per cent of our
exports and 10 per cent of imports. In a recent normal month
foreign ships carried 76 per cent of our exports, while Amer-
jcan ships carried but 24 per cent, and of that 24 per cent 19
per cent was carried in ships of the Shipping Board and only
& per cent in ships privately owned. This decrease from 88
per cent of exports down to 7 per cent and from 94 per cent

of imports down to 10 per cent went on while our exports were
increasing tremendously. For instance, in 1855 we exported

$193,000,000 worth of goods. Five years later it amounted to
2316,000,000. Ten years later it was $377,000,000, and each 10
years the exports went up until in 1820 they had increased
to $7,949,000,000. The gentleman from Tennessee [Mr., DAvis]
vesterday gave us to understand that our merchant marine had
kept pace. Perhaps he said that it did not decrease. What
does it matter if it does not decrease, if if does not increase
proportionately to the increase of exports and imports of the

United States? If you have a city of 10,000 people, with homes
to house them, and the city grows to 100,000 people and you
still have the same number of homes, you are not taking care
of the conditions.

That is the condition in which we found ourselves when the
war came on, We then hurriedly built our fleet, True, it is
not a rounded fleet. We have lots of slow-going cargo vessels,
but we are short of good passenger vessels and we have prac-
tieally no refrigerator ships. Out of the vessels that we
have we have only 16 that will go 15 knots an hour, so taking
that fleet as it is it is lmpossible for the Government of the
United States, without spending a lot more money, to ever main-
tain it as a Government owned and controlled fleet. +

This experiment of a partially balanced fleet, carrying but 19
per cent of our trade, nevertheless was costing when this ad-
ministration went into power $16,000,000 a month, and through
the care of the present Shipping Board that has been reduced
to $4,000,000 per month, Some 4,000 employees have been dis-
charged, useless in most instances. I am a member of this
committee, and I admire the frankness of the members of the
Shipping Board in exposing the weaknesses of that board, and
I think the Shipping Board is to be commended for what they
have done in bringing down this tremendous cost and en-
deavoring to do what they can for an American merchant
marine.

1 think there is no question but that all of us here want an
American merchant marine, We have tried private ownership
and it has failed. My good friend from Texas [Mr. Hamoy]
goes on in a theoretical way to tell us that we will somehow
have it, but we have not got it. The merchant marine has
declined for 50 vears. Then we tried Government control and
Government ownership, and that was a failure. In my judg-
ment it is a failure for this reason: I do not believe that any
company or Government can handle a4 merchant marine unless
it has the right to buy cargoes to bring back in its ships, and
the Government of the United States may send out its ships
loaded, but they come back empfy because the Government can
not buy cargoes and bring them back.

If those cargoes are sold for no greater amount than merely
enough to pay the freight, in addition to the actual cost of the
cargoes, they come out whole on the cargo; thus the private
concern can outmaneuver the Government owned concern. Both
private ownership and Government ownership have failed, and
g0 we have left Government assistance to. privately owned
boats. Who will benefit by this? A great deal has been said
about the farmers. I know that my farmers will benefit becanse
they will get transportation which they need. Glancing casu-
ally over the exports of this country I was surprised to find
that for over 50 years over 50 per cent of the exports of the
United States have been farm products, In 1855 they amounted
to 77 per cent, in 1860 to 82 per cent, running down to 1900,
61 per cent, and in 1910 they were 50 per cent.

In 1919, 56 per cent of the cotton of the United States was ex-
ported and 28% per cent of the wheat was exported. And,
taking the average of 10 years, the cotton export was 55.1
per cent of our crop raised, while the wheat export was 23.1
per cent of our crop. And I say to the gentleman from Ohio
who spoke a moment ago that no wonder his farmers will sup-
port him if he will stand up and tell those farmers the truth.
I have never listened to a debate or argument where there has
been so many extravagant statements and so many half truths
told as here. The bugaboo is held before us of serving private
interests—subgidy. One statement was made that if the Levia-
ihan were taken over we would pay in subsidy on that hoat
very considerably over $1,000,000 a year. That statement is
made utterly disregarding the fact that in this bill we have
this provision:

(b) Whenever the board determines that the rate of compensation
aunthorized under section.404 15 excessive under the special circum-
gtances of any particular case, it shall, in making the contract for com-
pensation, provide therein for the decrease of the rate of compensation
to such an extent as it deem advisable.

I have not been here long, but I believe most officials are
honest and try to do what is right, and I believe that when any
vessel is to get too much money under this bill any adminis-
tration, whether this administration or any other, will take
that section of the bill and make a contract so the terms in
reference to that vessel will be fair. The most ridiculous
statements, however, were made in the speech of the gentleman
from Ohio [Mr. Gauxr] yesterday, who inserted in the Recorp
a newspaper editorial. Fe Incorporated it as a part of his
speech, and I therefore infer he approved the statements made
therein. I ean not refer to all the misstatements, but let us
take a few. Omne is:

The President did not say that only the owners of ships running
on regular lines would receive subsidy.
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Well, of course he did not say it because it is not true, and
I say to this House that before you vote on this measure for
heaven's sike take the bill and read it and see what is in
the bill itself. Another statement is made:

3 | er American
sﬁ?p%ﬁeggggga?eﬂ\;]goﬁs;jo &eiﬁuﬁ%ﬁs&_thnigs n&dgt};ruﬂm ueftﬂthe
operation of the ships.

There is absolutely nothing in the bill which limits the tax
exemption of shipewners receiving a subsidy. Take another
statement.

Mr. HARDY of Texas., Wil the gentleman yield?

Mr. FREE. 1 have not the time.

Ags in the case of the Standard Oil Co.—of the cargoes of shiﬁi. b
E!r cent of the estimated freight that they paid themselves for ul-

g their oil.

Section 200 of the bill does not permit a shipowner to trans-
pert his property and get 5 per cent of the tax eredit. If is
only for money paid. Furthermore, the section contains a eare-
ful provision to prevent the claiming of the credit by any ship-
per who is in any way affiliated with the shipowner,

One more:

The President did not say that the * tramp ship,” which is ~that
Great Britain and every other country imeans by the expression * mer-
chant marine,” will not get one penny of subsidy under this proposed
bill, and their owners will not get any rebate, drawback, or exemptions,
or other handouts from, through, or by the Treasury.

That is -absolutely false. The gentleman ‘from Texas [Mr,
Harpy] a moment ago told you that statement was false, and
yet that is the sort of thing that is put in as an argument
against this bill, . Now, in reference to the gentleman's state-
ment -as to Rosshottom handling the various lines. He has been
very emphatic that Rossbottom has handled his lines at-a profit
and would handle these lines at a profit. Let me give you the
figures:

United States Line’s figures, showing results of operation under com-
mercial conditions,

(P. 863, ‘hearings.)

Outcome for four months:
September-December, inclugive, 1921 (this does not in-

clude repairs nor any fixéd charges) - oo $535, 000
Repairs 138,500
Burplus to meet fixed charges 298, 500
SBurplus per month 99,1256
Surplus per year 1,189, 500

This figore 4s what under commercial operation would cover interest,
insurance, and depreciation, which can be estimated at a minimum ‘of
15 per cent per annum upon the book value of the vessel. As it is
difficult to state just what the book value of that fieet was, the 106,500
gross tons of ships whose operating results are given are estimste& ‘at
two exiremes—a book value of §10,000,000 and a book wvalue of
$20,000,000.

At book value of -$10,000,000 :

Annual fixed charges, at 156 per cent $1, 500, 000
Surplus available to meet this fixed charge--—e-o—.. 1,189,500
Annual deficit 310, 500

At book value of $20,000,000:
Annual fixed el at>1b permant. oo S 3,000,000
Surplus available to meet this fixed charge..______. 1,189, 500

Annual deficit 1, 810, 500

Mr. HARDY of Texas. Will the gentleman yield?

Mr. FREE. I have not the time.

Mr. HARDY of Texas. 1 just wanted to say there wag in-
¢luded in that some old ships which were no good.

Mr. FREE., Three alone.cost $7,000,000 each. The gentle-
man is not claiming that $10,000,000 is an overestimate? ;

Mr. HARDY of Texas. Some are old ships that lost money
and would have lost money under any conditions, and they were
charged up; still you have them.

Mr. FREE. Now what have we before us? No matter how
favorable you may stretch your imagination you have got to
agree that we have no merchant marine that is privately owned.
You have got to agree that for 50 years our merchant marine
has been going to nothing. You have got to admit that we have
no marine. How-are we going to get one? We are proposing
something constructive which we figure will cost less than we
are paying at the present time. What does the opposition offer?
The gentleman from Tennessee on yesterday offered this: That
we keep these ships that we have and mdintain the expensive
organization which we have and hold those ships until such
time as private owners will take them over. You know and I
know that is impossible, because if private owners could not
handle them for 50 years they are not going to come in and
take ships off our hands in that way. The result would be these
ships would deteriorate from year to year and we would have
no merchant marine. The only other suggestion that comes out
of the opposition is the one of the gentleman from Texas, who
says that the way to meet this situation is to buy our ships in
Europe, :

Personally, I believe in home production. I believe in the
maintenance of our factories and our mills and our shipyards

and eur farms in this country, and I have never been able to get
through my poor head how we can build up as a people if we
buy manufactured things abread, if we pull our trees out of the
ground, and guit growing our preducts and buy our stuff abroad.

[Applause.]

The CHATRMAN., The time of the gentleman from Califor-
nia has expired.

Mr. GREENE of Massachusetts, Mr. Chairman, I yield 30
minutes to the gentleman from Wyoming [Mr. MoxpeLi].

The CHAIRMAN. The gentleman from Wyoming is recog-
nized for 30 minutes,

Mr. MONDELL. Mr. Chairman, I have followed this debate
very closely and very carefully in the hope that -some of those
who are oppoesed fo the pending measure might propose somne-
thing in the way of.a substitute for it.

I assume that something must be done. There was a time
when the guestion of the establishment of an American iner-
chant marine savored largely of theory. We had no merchant
marine worth the name, and the question was, first, was it worth
our while to attempt to build up an American merchant marine
and, second, could that be accomplished at any cost that the
people could afford or were willing to pay?

On the questions thus presented there was a very consider-
able difference of opinion. First, there was the natural ob-
Jjection—the objection which finds lodgment in the hearts of
all men—to Govermment sybsidy if it can be avoided and,
second, the guestion as to whether or no, if a subsidy were
paid, the result sought would be secured. From these view-
points of doubt and guestioning there came to be, and there
was, 1 think in the country, a majority—not a large one, but
something of a majority—unfavorable to what was known as the
ship subsidy bill or ship .subsidy proposition.

But we are no longer confronted wholly with @ theory. We
have before us a condition ; a condition requiring action; a con-
dition which we can not dodge. and can not blink; a condition
which we can not close -our eyes upon, and which, as honest
men and. as legislators charged with responsibility, we must
settle or attempt to settle one way or another.

During the war we set out to build .a bridge of boats. Wa
did the work, as we did most of the work, as perhaps it is
evitable most work must be done in time of war, in a very
expensive way. ‘We paid out the money of the American peo-
ple in a sum aggregating nearly $3,000.000,000 for the building
and for the management and maintenance of a fleet. \

“We have the major portion of that fleet, costing $3,000,000,000,
on hand, We are trying to operate it through governmental
agencies. We are operating it .as far as we ean under present
conditions and under our present plan, and we are able to keep
in commission only about one-third of the steel ships of the
fleet. It cost us about §150,000,000 annually to operate the fleet
over and above all income until the present administration
took charge of affairs. By putting in®o effect first-class busi-
ness methods, by bringing to our aid first-class shipping men
familiar with the shipping trade, we reduced the cest of the
Afleet, the actual outlay, to $50,000,000 per annum,

But we are utilizing only a third of the fleet, and the bal-
ance lies rotting in our harbors. If we utilize more, it would
cost us more; and as we utilize less the depreciation of the ships
tied up increases the loss to the people.

What are we going to do about it? One gentleman who dis-
cussed the matter seemed to rise no further than to view the
whole propesitien from the standpoint of the now very common
slogan of “safety first.” His mind, instead of dwelling on
the problem as one that must be selved and settled in some way,
seemed to be entirely taken up with the guestion of personal
political fortunes, He theught not of the problem of the fleet
but of a political 1ife raft or lifeboat,

It is a very great honor to represent an American constit-
uency, and naturally our desires to continue to do so. Bat,
after all, I hope the gentleman who made that suggestion does
not ordinarily view his duties here wholly from the standpoint
of just how this particular problem or that particular vote may
affect his political fortunes.

I think it is true that a very large mumber ef people in
the Mississippi Valley, in the day when the question was wholly
one of whether or no we should endeavor by public aid to
build up a merchant marine by aid of a subsidy, were oppesed
to that policy. I think there was, in the absence of strong
persuasive voices raised in behalf of that policy, a time when
practically everybody was going with the tide and running
with the hounds against it. I think there-was a very :general
sentiment against a ship subsidy :as the matter was then nre-
sented. But I have a very high regard for the people of those
States. . I know they are clear-headed, right-thinking folks,
and I do not believe they want us to dodge any question fairly
presented to us, and I do not believe that even those folks
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would, if the question as now presented to us were clearly and
definitely and earnestly presented to them, would be found
against it. I can not believe these people would say, “ We
believe in Government aid in rectifying the banks of our
great interior rivers. We favor Government aid in the recla-
mation of arid lands. We approve large appropriations for
flood protection. We want the Government to expend large
sums on rivers and harbors. We believe the Federal Govern-
ment may very properly appropriate great sums of money for
aid in the building of roads. We think the Federal Govern-
ment may properly aid the raiser of hogs and the grower of
cotton and the producer of a wide variety of agricultural prod-
ucts by helping him to meet his problems and overcoming the
difficulties that confront him. We believe in all these things,
calling in the aggregate for many millions of dollars annually,
but we can not agree that the Nation should ever expend a
penny to keep the flag on the high seas to help transport our
produets, most of which come from the farms, to foreign mar-
kets, to establish and maintain great merchant leviathans
which are as essential to us in time of war as are the great
warships themselves.” 3

I do not believe that the proposal now before us properly
presented would meet with an adverse verdict anywhere in the
Mississippi Valley, north or south.

Our Democratic friends in debating this problem fake a
great deal of pride and pleasure in enveloping themselves in
the cloak of political sanctity and in declaring that they stand
for * equal opportunity for all and special privileges to none.”
That is a very lovely fizure of speech, and we all believe in it
as a matter of political ethics. But, speaking practically,
‘where is the man who can say that any man who has sat in
this Chamber within the recollection of any of us has not
voted for and has not favored special aid, special assistance,
We began to afford special benefits the day we abandoned the
idea that the only function of government is to maintain order,
We do grant special favors to every locality whose bayous and
waterways you clear of snags and water hyacinth; to every
community whose rivers and harbors we make available for
the nse of local as well as general commerce, Who can say
that there is no special privilege in calling upon the taxpayer
of one section of the country to aid in the building of highways
for the benefit of the people who live in other parts of the
country? We make these expenditures on the theory that
they serve the general interest, but the expenditure is, never-
theless, helpful and beneficial to localities and individuals,
In the recent campaign in my State I took some pride in re-
citing the benefits that we received annually from Federal
appropriations, and I was surprised myself when I had summed
it all up and found how large an amount flowed regularly from
the Federal Treasury into my Commonwealth and into all
that section.

Mr, J. M. NELSON. Will the gentleman yield?

Mr. MONDELL. In just a moment. The day is gone when
gentlemen who want to be honest and fair discuss these matters
on the theory that these benefits convey some special privilege
contrary to the spirit of our policy and our institutions. Now
I am glad to yield to the gentleman.

Mr. J. M. NELSON. Can the gentleman name a parallel
case, where the special privilege has gone so directly to a
group, where the money goes directly to them? The gentleman
knows who owns the highways that he speaks of.

Mr. MONDELL. It happens in this particular case that by
reason of the nature of the business the payment proposed for
services rendered—and it ought not to be made unless there
is a service rendered—must be to an individual. That does
not change the nature of the case or of the character of the
payment.

Mr. J. M, NELSON., Can the gentleman name a parallel
case in his own recollection as a Congressman?

Mr. MONDELL. Every expenditure I have mentioned par-
allels what we are proposing. In this case it is proposed not
to aid without any direct return whatever, as in some of the
cases that have been mentioned, but to make payment for a
service to be performed. The flag must be carried on the high
seas. American commerce must be transported to the ends
of the earth. A real service must be performed. Ships must
be maintained that in time of war will be as useful and serv-
iceable to us as are the great battleships of the fleet, and it is
for that service that we propose a small payment shall be
made,

Mr. FESS. Will the gentleman yield for a moment?

Mr. MONDELL. I yield to the geuntleman from Ohio,

Mr. FESS. In the light of the question of the gentleman
from Wisconsin [Mr. J. M. Nersox], to whom was the money
paid when we built the transcontinental railroads in the west?

Mr. MONDELL. The lands were granted to the railroads,
and the loans were made directly to the railroads, In those
cases the payments were as directly to individuals as they
are in this case.

Mr. J. M. NELSON, Does not the gentleman think that
wasg rather unfortunate? Were there not all kinds of scandals
and all kinds of protests against that procedure?

Mr. SNYDER. But we got the railroads, did we not?

Mr. MONDELL., Take it all in all, every man who has
lived in that western country, whe knows what was done and
what has been accomplished, admits that the policy was a
sound and a helpful one, If there were excesses in the appli-
cation of that policy, that is quite another matter. If the gen-
tleman thinks the subsidy too high, let him suggest a reduc-
tion. If the gentleman believes there are provisions in this
bill that ought not to be in it, let him suggest an alternative.
But in my opinion no man ean fairly represent an American
constifuency, in voting against this legislation, unless he shall
propose some other conerete proposition which will solve the
great problem we have before us. Gentlemen may not dodge
this issue. It is here. It is clear. It is definite, and from
the standpoint of the party having responsibility here, what
shall we say to the American people if, having been called
into authority for the purpose of enacting constructive legisla-
tion, we halt and hesitate in the face of one of the most urgent
problems pressing upon us. :

Mr. GARNER. Will the gentleman yield for a gquestion?

Mr. MONDELL, Briefly,

Mr. GARNER. Why is it that American capital does not
seek investment in the merchant marine?

Mr, MONDELL. I have asked that question repeatedly,
and the answer, sometimes garbed in one phraseology and some-
times in another, has always been, in substance, that it does
not pay, that it has not paid, and that it will not pay without
gome aid from the Federal Government. Let me answer the
gentleman's guestion in another way. The proof of the fact
that it has not paid is to be found in the fact that we have
not had a merchant marine. Here is a nation, the richest in
the world, with more eapital seeking investment than anywhere
else on earth. We have in America the highest quality of con-
structive, engineering, and business ability in the world. Yet
since the Civil War we have had no considerable merchant
marine. The gentleman says that if we allow our people to
buy foreign ships we may have a merchant marine, Well,
possibly so, though I doubt it, but at a cost that the great ma-
jority of the American people are not willing to pay—by closing
American shipyards.

Mr. GARNER. Will the gentleman yield for a question?

Mr. MONDELL. Just a brief question.

Mr. GARNER, Does the gentleman agree to the premise that
if all restrictions were removed American ingenuity and capital
are capable of competing with any other ingenuity or capital
in the world?

Mr. SNYDER. It might be, except in the raising of Angora
goats. [Laughter.]

Mr. GARNER. The gentleman from Wyomdng just paid a
great tribute to American ingenuity and American resources.
I want to know if he agrees to the proposition that American
ingenuity and American capital are equal te those of any other
nation on the earth and on the high seas; and if so, why do
we not remove whatever impediment keeps us from investingz
in that enterprise?

Mr. MONDELL. We can only remove the principal impedi-
ment by reducing American wages and the standard of Anieri-
can living, and we are not prepared to do that.

Mr. GARNER. Yet this subsidy does not go to American
wages at all. It goes to capital entirely.

Mr. MONDELL. In order to enable American capital to pay
American wages on American ships carrying the American flag.
[Applause.] E

After all is said and done, every man who has ever studied
the question knows—and there can be no reasonable difference
of opinion on that subject—that the only real reason why we
have not had a great merchant marine in modern times, that
a merchant marine has not been built up, is because we pay in
America higher wages, we provide more men for the same
service, we feed American seamen better, we give them more
space, we have better laws for their comfort and their protec-
tion. Our costs of building are higher, our costs of mainte-
nance are higher—every cost from the time the keel of the ship
is laid down until the voyage is ended is greater primarily
because American wages are higher and American standards
of living are higher. It is to overcome that handicap, a handi-
cap which we do not want to have removed, a handicap that
we would not wipe out if we could, that we are proposing t9




1922.

CONGRESSIONAL RECORD—HOUSE.

215

pay for the shipping serviee that shall be performed a small
sum, measuring, as near as we can determine, the difference in
cost growing out of American wages and American standards
of living. .

Mr. HARDY of Texas. Will the gentleman yield2

Mr. MONDELL. Yes.

Mr. HARDY of Texas. Does the gentleman dispute the fact
stated in the report of the marine architects that the wages
pald in Norway and Sweden are equally as high as the wages
paid in this country?

Mr, MONDELL. I dispute any statement made by anybody
that wages anywhere on earth are permanently, ordinarily, or
regularly as high as American wages.

Mr. HARDY of Texas, Then the gentleman refuses fo take
that testimony ?

Mr. MONDELL. I do not know of any such statement made
by reliable authority.

Mr. HARDY of Texas. The gentleman will find it in the
hearings, and it is in the article that I read a little while ago.

Mr. MONDELL. Some one may have put such a statement
in the hearings. I have not seen it; but the man who attempts
to tell me that wages on foreign ships are as high as they are
on American ships I would listen to in the same frame and
attitude of mind that I would to thre man trying to make me
believe that the wages in Germany at this time are as high as
in the United States.

If there is any one thing that is settled and established be-
yond peradventure, it is the fact that American wages are
higher than the wages anywhere else on earth and that Ameri-
can standards of living are higher than the standards of living
existing anywhere in the world, I am proud of the fact and I
would not change it.

Mr. HARDY of Texas. Does the gentleman mean——

Mr, MONDELL. Now, the gentleman from Texas had two or
three hours in which to, make his speech. I have omnly a few
moments,

Mr. GARNER. Will the gentleman allow me to ask just
one question and then I will quit?

Mr. MONDELL. Very briefly.

Mr. GARNER. Will the gentleman explain how it is that
labor, so far as this record goes, appears to be opposed to this
bill? If.it is in the interest of labor, are the laboring men so
ignorant that they do not know what is for their own interest?

Mr. MONDELL., I differentiate between labor and labor
leaders. Sometimes labor is unwisely led by unwise leaders,
That occurred to a considerable extent in the recent election.
That is something time will adjust. I have great confidence in
American labor and in the American laboring men, but unfor-
tunately I can not have equal confidence in some American
labor leaders, and the gentleman from Texas will not dis-
agree with me on that proposition. [Applause.]

In conclusion let me gay that the fact we have had no con-
siderable merchant marine for over half a century, notwith-
standing American eapacity and aptitude for the sea, is
conclusive evidence that there is a handicap, a differential
which American genius and business ability can not unaided
overcome. Perhaps it was not wise to attempt to overcome it
by Government aid in the building of a merchant fleet. But we
have the fleet. What shall we do with it? That Is the question.

The CHAIRMAN. The time of the gentleman from Wyoming
has expired.

Mr. BANKHEAD. Mr, Chairman, T yield 15 minutes to the
gentleman from Tennessee [Mr. GARRETT].

Mr. GARRETT of Tennessee. Mr. Chairman, in the very
nature of things those who are members of the committee and
before whom hearings have been had upon proposed legisla-
tion, are best informed on the subject, and are best equipped,
in a serious argument such as this bas been, to present the real
facts and the proper reasoning based upon those facts to the
House of Representatives for its information, I think the mem-
bers of the Committee on the Merchant Marine and Fisheries
have certainly been true to that rule. It has been a long while
gince I have heard in the House, taking it as a whole, as high-
class discussion as there has been on this measure by the mem-
bers of the Committee on the Merchant Marine and Fisheries,

The gentlemen from that committee who are opposing this bill
have presented to those who have heard their speeches and
to those who have read their arguments, substantially, it seems
to me, all that can be said on the subjeet; possibly not all that
can be said, but at least they have laid before us the facts and
every principle that is involved. I shall not attempt to paint
the lily which they have developed. ,

It does seem:to me, however, that there are certain super-
ficial arguments that have been made by the proponents of this
legislation to which some attention should be given. The Presi-

dent of the United States began that argument and I referred
to it in discussing the rule. The gentleman from Ohio [Mr.
Brce] a few moments ago, with perhaps more force than
anyone whe preceded him, elaborated upen those matters, and
the gentleman from Wyoming [Mr. MosperLL], whoe followed,
reiterated what he had said. I refer to the allegation that cer-
tain appropriations for certain public purposes are on all fours
with this proposition for a ship subsidy, Gentlemen referred
to the appropriations for agriculture. Now, let us see about
that a moment. - .

Appropriations for the extermination of boll weevil have been
specifically mentioned ; also appropriations for the improvement
of growing live stock, and a clear intimation has been given
that they are solely for the benefit of the farmer or a subsidy
to the farmer. I have never umderstood that to be the theory
upon which those appropriations were made.

Mr. MONDELL. Will the gentleman yield?

Mr. GARRETT of Tennessee. Certainly.

Mr. MONDELL., Who made any such suggestion that these
were appropriations in the nature of a subsidy, and particularly
for the benefit of the farmer?

Mr., GARRETT of Tennessee. I understood the gentleman
from Wyoming to say specifically in answer to a question by the
gentleman from Wisconsin [Mr. NELsox], when the latter asked
him to name any parallel eases, that all he [Mr. MoxperL] had
named were parallel to this proposed in the bill before us.

Mr. MONDELL, Oh, I did not say that those appropriations
or these appropriations we are proposing ia this bill were either
primarily or wholly for the benefit of these who receive them
or of those on whose behalf they were directly made. They
were all made upon the theery that they werked for the public
good and the public welfare,

Mr. GARRETT of Tennessee. I propose to undertake to dis-
tinguish between those appropriations and the policy that is
provided in this bill. The appropriations for agriculture, of
course, are made because there is a demand that a full amount
of cotton shall be grown in the werld in order to clothe the
world, and there is a demand that a full amount of meat and a
full amount of wheat and otker food products shall be grown
in order to feed the world,

I refer now to the reference that has been made to irriga-
tion as a subsidy, or as something on ‘all fours with this propo-
gition. I have not so understood that. I have very cheerfully
supported irrigation legislation here ever gince I have been a
Member of Congress, and I never dreamed of the faect that in
so doing I was voting a subsidy. I do not think so now. I
have understood this to be the situation: That the Government
entered npon these irrigation projects for the purpose of im-
proving its own property, that in the end, when this property
was disposed of te the citizens of this country, it was re-
gquired that there should be paid back into the Treasury of
the United States for the property an amount sufficient to cover
every cent expended by the Government in making it habitable
and fit for eultivation, together with interest thereon. If I am
in error about fthat, if it has been a subsidy, then these gen-
tlemen from the West have put one over on me that I was not
aware was being put over,

Mr. J. M, NELSON. Did not the Government require a
certain amount of pay for the waters that were used, and
did the money go to private parties in the way of a gift? .

Mr. GARRETT of Tennessee. I have never understood that
anything in the way of a gift was ever requested. As I say,
when the Government sold its own lands, which it improved,
it charged the purchaser sufficient to ecover the Government
cost, and whenever the private landowner has used the water
from the irrigation ditehes he has been charged enough to
cover the cost of the service,

Mr. CARTER. The cost of production and the water, both.

Mr. GARRETT of Tennessee. The gentleman from Ohio
[Mr, Fess] referred to the land grants to the railroads. Those
grants were made a good while ago. Some genfleman sug-
gested many scandals had grown out of that. 1 have no criti-
cism of that policy, but what was the situation? Across a
thousand miles or more the Government of the United States
owned millions, unnumbered millions, of acres of land that
were absolutely worthless until they could be opened up to
settlement and eultivation.

The best method to open them up to settlement and cultiva-
tion was to have highways of transportation through that
territory, and every acre that was given to the railroad cem-
panies in order to enable them fo consfruet those lines of
railway and open them up to settlement enhanced the value by
tenfold of the lands which the Government retained, and which
could never have been enhanced in any other way. The Gov-
ernment, the Treasury of the United States, the people of the
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United States, had nothing taken from their pockets by those
land grants, wherever the laws were honestly administered,
but on the contrary the wealth of the whole people was In-
creased by unnumbered billions of dollars by those advances
to the construction of railways.

Mr. Chairman, it remained for the gentleman from Ohio
[Mr. BeGa] to raise a sectional question in this matter, a ques-
tion that I did not know existed relative to it, and I yet do
not see how it can exist. He referred to appropriations that
certain Southern States had obtained for certain purposes,
and certain Western States. I do not know, but I sometimes
wonder how long it is going to be before the Republican poli-
ticians in Ohio learn that the Civil War is over. I think the
story lately told along that line must have originated some-
where in Ohio; of course, not amongst the old soldiers, because
they would know better, but it must come from certain poli-
ticians up there, It must have been one of them who sug-
gested that they better shoot the mail carriers, because they
wore gray suits. The poor fellow thought they were Con-
federate soldiers. [Laughter.]

The gentleman from Ohio [Mr. Beec] dealt with emphasis
on the amount that has been paid out for the construction of
Federal highways. I remember the gentleman opposed that
last session, and made very much the same argument that I
made when it was originally instituted. I opposed it, but I
never opposed it upon the theory that it was a subsidy. The
gentleman wholly misconstrues when he attempts to put the
matter proposed in this bill on a parallel with an appropriation
for highway purposes. -

Mr. BEGG. Mpr. Chairman, will the gentleman yield?

Mr. GARRETT of Tennessee, Yes.

Mr. BEGG. The burden of the argument on.the Democratic
gide against the bill has been upon the question of taxation. I
merely showed that it would not cost the gentleman's State
anything, or if it did cost it anything it would be 9 cents a
head. If that is sectional, well and good.

Mr. GARRETT of Tennessee. I am very glad the gentleman
has made that statement, because I probably would have for-
gotten to refer to it if he had not interrupted me. The gentle-

“ man has heretofore spoken of the payment of Federal taxes by
States, Of course, from the people of some States there come
more Federal taxes than come from the people of other States.
Why? Because they have more to pay with. And why do they
have more to pay with? Because, following the lines that have
been followed throughout all the history of the world, there are
great centers of population, great centers of finance, centers of
industry, where men build up fortunes, but they are making
those fortunes out of the people of the other States as well as
out of the sections in which they happen to reside. [Applause.]
It is no reflection upon my State that its citizens do not happen
to have the income upon which to pay as much tax as ‘do the
citizens of the State of Ohio.

Mr. BEGG. Will the gentleman yield to a further guestion?

Mr. GARRETT of Tennessee, Certainly.

Mr. BEGG. Does not the gentleman think that he is making
a mountain out of a molehill in opposing a proposition that is
wanted by the States that are going to pay for it, when he
concedes that it is not going to cost him anything?

Mr. GARRETT of Tennessee. Mr, Chairman, I hope the
gentleman will get my idea. I am opposed to taking out of the
‘Treasury, no matter by whom it is paid in, if it be paid in
under any just system of taxation, any sum of money and
using it for the benefit of a particular class or of a particular

individual. [Applause.] That is a principle of government by
_ which I stand.
Mr. BEGG. Then if certain sections want to tax themselves

for something, granting that it is going to benefit them more
than some other section, the gentleman believes this system of
government gives him the right to say to the people of Ohio,
to the people of Pennsylvania, and of New York, that they shall
not do it

Mr. GARRETT of Tennessee. Oh, no. If the shipowners
want to raizse the fund and run these ships, I do not object to it.

Mr. BEGG. Let us stay right on the proposition. The gen-
tleman surely does mot wish to duck it. Is the gentleman in
favor of having his State most vigorously opposed to something
that he admits will not cost him anything, but that will cost
the other States something? Is it any reason why you should
say we shall not have it, just because you do not pay the tax?

Mr. GARRETT of Tennessee. Oh, well, the gentleman's ar-
gument would lead us to this situation—

The CHAIRMAN. The time of the gentleman has expired.

Mr. BANKHEAD. I extend the gentleman's time for 10
minutes,

Mr. GARRETT of Tennessee (continuing). That so far as
Government activities are concerned, there ought to be some
sort of severance or separation. The logic of the gentleman
would lead absolutely to that end.

Mr, HARDY of Texas. If the gentleman will yield right
there, is it not true, Tennessee and Texas having been especially
alluded to, that they pay as much in:proportion to their wealth
as Ohio?

Mr. GARRETT. of Tennessee. Undoubtedly, if the tax laws
are being fairly administered, and I presume they are. The
gentleman from Ohio referred particularly to roads, and many
gentlemen referred to roads, and the President referred to
highways being constructed.

Now these highways are being constructed for the benefit of
all the people. They are open to every individual. If the
gentleman from Ohio, as I hope he shall some time, chooses to
drive over the splendid roads of his State down through Ken-
tucky and Tennessee, over the roads when we get them com-
pleted there, as I hope we shall before long, those roads will
be free to him, but we are not going to pay his chauffeur for
driving the car over them.

Mr. BEGG. . Will the gentleman yield right there?

Mr. GARRETT of Tennessee. If the gentleman from Ohio
should hire a car and the Government pay part of the charge,
that would be on all fours with this bill.

Mr. BEGG. Right there. The gentleman certainly would not
have the gall to charge me to go over those roads when every
dollar raised from Kentucky and Tennessee was matched by $2
from Ohio to build those roads?

Mr. GARRETT of Tennessee, The gentleman would bhe wel-
come in there.

Mr. BEGG. T hope so.

Mr. GARRETT of Tennessee. Without charge. He would
not expect to pay a subsidy for the car that he happened to
hire to drive over there, or expect the Federal Government
and the State of Ohio to put up two for one for hire of his car.

Mr. BEGG. If I had the choice of riding in my car or a
British car or a Jap car, I would ride in mine and subsidize it;
yes. y

Mr., GARRETT of Tennessee. Well, of course, the gentle-
man realizes he has laid down a most preposterous proposition.
[Laughter.] The gentleman surely does realize that there is a
difference between furnishing avenues of transportation and
furnishing vehicles of transportation.

Mr. MONDELL, Will the gentleman yield?

Mr. GARRETT of Tennessee. I will yield.

Mr. MONDELL. Assuming the avenue of transportation is
available by nature and that avenue can not be utilized for
the benefit of the American people, what about it then?
Would the gentleman say the Federal Government, which was
justified in one case in providing the necessary avenue, would
not in another case be justified in providing the means of utiliz-
ing the avenue that nature provided? What is the difference?

Mr., GARRETT of Tennessee. The difference is very great.
All the nations have access to the seas of the world.

Mr. MONDELL. That makes our problem the greater,

Mr. GARRETT of Tennessee. We, so far as the “avenue "
is concerned, stand on an equal footing with all the rest of the
world.

Mr. MONDELL. Yes; but we wear better clothes, eat bet-
ter food, receive higher compensation for our efforts, thank
God. [Applause.]

Mr., GARRETT of Tennessee. Oh, well, of course the fact
remains that the last act of this Congress before it adjourned
was to undertake—it has always been my understanding, [
do not know much about the shipping business, but it has
always been my understanding that a ship to be successful
must have a cargo both ways—as I say, the last act of this
Republican Congress immediately before adjournment was de-
signed to prevent any American ship, or any other ship, from
bringing a return cargo from abroad [applanse] by the pas-
sage of the protective tariff law by which they undertook to
prohibit importations as far as they dared.

Mr, MONDELL. The gentleman who ran against me in the
late campaign voted for that proposition.

Mr. GARRETT of Tennessee. So I <“have understood.
[Laughter.] It was a choice in his State, I presume, between
two excellent gentlemen, one of whom had offended the political
proprieties in one respect, while the other had offended them
in a number of respects. [Laughter and applause.]

Of course, Mr. Chairman, we need not deceive ourselves about
what this bill means. It is the institution of a new policy in
this country. It is the institution of the subsidy system which
has been always rejéected when squarely presented to the people,
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It is objectionable in many respects; not alone because of the
principle involved in it, but because of other things which have
already been pointed out by gentlemen who have preceded me,
and which will probably be further elaborated upon under the
five-minute rule. It is undemocratie. It is a violation of other
fundamental things of government. If we subsidize this class,
where shall we end? If this class can come to us and appeal,
what will be the next class to arise’ and appeal successfully?

Mr, GREENE of Vermont. Will the gentleman yield?

Mr. GARRETT of Tennessee. I will,

Mr. GREENE of Vermont, It think already we have some
evidence of the extension of the subsidy system to the Muscle
Shoals proposition, For instance, did the gentleman favor a
geneial subsidy to the fertilizer business?

Mr. GARRETT of Tennessee, Well, I understand these
shipowners desire us practically to give them the ships and

then pay them for taking them. Mr. Ford asks us to sell— |

Mr. GREENE of Vermont. And to give $5,000,000 for the
$106,000,000 we have put in and then put $50,000,000 more in,
that is all.

Mr. GARRETT of Tennessee. The percentage he offered is
about as high as the percentage offered for these ships, but he
does not ask us fhat he be subgidized.

Mr, GREENE of Vermont, One hundred years, and, of
course, we shall all live to see the truth or falsity of the com-
parison by that time.

Mr. GARRETT of Tennessee, Well, that is the difference be-
tween those two propositions. Mr." Ford is not asking that the
Government Treasury be opened to him.

Mr. GREENE of Vermont. Only to the extent of $50,000.000
to start with. :

Mr. GARRETT of Tennessee. No, indeed. The gentleman is
very much mistaken. Mr. Ford is only asking that the Gov-
. ernment complete the propertys

Mr. GREENE of Vermont. Yes.

Mr, GARRETT of Tennessee, That is what is to be done
with these ships that are to be sold at 7 per cent of their cost.

Mr. GREENE of Vermont, It depends upon what name you
call the jimmy that you break into the Treasury with; but the
fact remains that you lose that money out of the Treasury.

Mr. GARRETT of Tennessee. Of course, he is not going to
give what it cost, nor do the purchasers of the ships propose to
give what the ships cost. But Mr, Ford proposes to pay back
every dollar of what the Government puts in,

Mr. GREENE of Vermont. He does not propose to pay it
back. He proposes to pay back a sum which, if amortized by
our Government, might in time equal that sum. Mr, Ford only
proposes to pay back about $9,000,000.

Mr. GARRETT of Tennessee., Well, we hope—and I will ex-
press the hope now—that soon we may have an opportunity to
fight that question out on the floor of the House. [Applause
on the Democratic side.]

The CHAIRMAN. The time of the gentleman from Tennessee
has expired.

Mr. BANKHEAD. Mr. Chairman, I yield five minutes to the
gentleman from Kansas [Mr. TINcHER].

The CHAIRMAN. The gentleman from Kansas is recognized
for five minutes,

Mr. TINCHER. Mr, Chairman, I ask to have read in my time
the resolution adopted by the National Grange, which 1 send
to the Clerk's desk.

The CHAIRMAN, Without objection, the resolution referred
to will be read.

There was no objection.

The Clerk read as follows:

Resolution adopted November 24, 1922, by the National Grange in
national session at Wichita, Kans. :

“ Resolved, That the National Grange in the fifty-sixth annual ses-
gion, assembled at Wichita, Kans.,, November 24, 1922, and represent-
ing nearly 1,000,000 org‘anised farmers of America, hereby declare its
nnalterable opposition to all ship subsidy legislation and to every form
of direct subsidies to private enterprises; and

“Jt hereby pledges the full strength of the organization toward
the defeat of whatever form of ship subsidy legislation has been or

hereafter ma!y be introduced in Congress.

J “If upon investigation it is found that the American merchant ma-
rine is handicapped in-its operation by present conditions and laws,
then the grange favors a revision of the navigation laws rather than
Government aid through a ship subsidy.”

C. M. FrREEMAN, Segrotary,

[Applause.]

Mr, TINCHER. Mr, Chairman, it has not been my purpose
even to take any time in the discussion of this matter. But I
was requested at moon to-day by the head of the Farmers'
Union from iy State, which organization, I will state, is also
opposed to this subsidy, to present this matter in this way.
When I came on the floor to secure permission to present it
I was permitted to hear the old stock argument that “ We pay

the taxes and you do not pay any taxes, and therefore let us
do this thing unto you.”

I am tired of that argument. And then, to add insult to
injury, my friend from Ohio [Mr, Bece] says Illinois pays so
much taxes, while the West pays none. I am trying to get
some legislation through the Congress whereby some time in
the future maybe the man who produces a bushel of wheat may
be able to pay a little income tax, the same as the fellow that
profiteers in wheat.

I believe this has been an instructive debate, and I hope
seriously that between now and the time this debate closes
some of those in control of this bill will answer the charge :
made here this morning, in which the question was asked,
Who will be the beneficiaries of this subsidy? I want to
know whether it is true or not that the great corporation .that
we speak of as the Standard Oil Co,, through the subsidiary
company, operates these ships and that they simply want a
subsidy so that they can keep on paying the big dividends they
have heretofore been paying to the company proper; and I
want to know whether they will be the first to borrow from
the Shipping Board Corporation money at 2 per cent interest.
And I want fo know whether the United States Steel Cor-
ration will be the second beneficiary, and whether the United
Fruit Co. will be the third.

I have spoken of this to-day with all the men that I could
that are informed about this matter, and if that is not true it
should be denied. If it is true, the Standard 0il will not be
the first beneficiary of the bill; if that statement ig true and
can not be successfully denied, then the Demoeratic Party will
be the principal beneficiary by the enactment of any such
legislation as this. [Applause.]

The CHAIRMAN. The time of the gentleman from Kansas
has expired.

Mr. BANKHEAD. Mr. Chairman, T yield 15 minutes to the
gentleman from Virginia [Mr. Branp], a member of the com-
mittee,

The CHAIRMAN. The gentleman from Virginia is recog-
nized for 15 minutes.

Mr. BLAND of Virginia. Mr. Chairman, I ask unanimous
congent to extend my remarks in the Recorp,

The CHAIRMAN.  The gentleman from Virginia asks unani-
mous consent to extend his remarks in the Recorp. Is there
objection?

There was no objection,

Mr. BLAND of Virginia. Mr. Chairman and gentlemen of the
committee, I do not claim any particular ability to enlighten the
committee after the elaborate debates which have been con-
ducted for the last three days. I believe that the Republican
members of the committee, the proponents of the bill, have ably
presented all of the reasons that could be urged for its adoption,
and, on the other hand, the opponents of the bill have presented
the case fully and fairly. Further debate could only be repeti-
tion of arguments and facts already forcefully presented.

I was struck with one significant statement in the argument
of the distinguished leader of this House, the gentleman from
Wyoming [Mr. MoxperL]. The gentleman from Wyoming said
that he was satisfied that if this question were fairly and fully
and clearly presented to the people of the country they would
strongly indorse the Republican position. I have considerable
confidence in the ability of the Republican Members of this
House. I believe that they measure up in intelligence with the
average of the country; in fact, I believe that they are a little
better. I have considerable confidence in the intelligence of the
gentleman from Wyoming, the leader of the Republican major-
ity, and it is indeed surprising to me, if the gentleman from
Wyoming and the Republicans felt that the people of the coun-
try indorsed this legislation, that they should have postponed
consideration of this bill to an extra session called after the
election in November, when they had from June until November
in which to put the legislation across. [Applause on the Demo-
cratie side.]

There was evidently considerable fear on the part of the dis-
tinguished leader that they might not be able fairly and honestly
and clearly to present this legislation so satisfactorily to the
people of the country as to receive their indorsement at the
November election.

I was also struck in the course of the debate with another
significant fact. The gentleman from Ohlo [Mr. Brca], for
whom I have considerable respect, took to task one of the wit-
nesses who appeared before the committee for certain language
used, and I do not blame him for doing so, for I think that the
language was untimely and unseemly, and I do not believe in
unnecessary criticisms or in criticisms of that character upon
the President of the United States; even when he does not
belong to my own party. But, oh, gentlemen, I thought at that
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time how much better it would have been if the distinguished
gentleman from Ohio could have been in this House in the
Sixty-sixth Congress and in the closing days. of the Sixty-fifth
Congress, when the animadversions and attacks that were made
upen the then President of the United States came not from
irresponsible witnesses before a committee but from responsible
Members upon the floor of the House. [Applause on: the Demo-
cratic side.] .

I earnestly hope that the sentiment which the distingnished
gentleman from Ohio has urged here to-day may be the senti-
ment that will actuate and impel not only our side of the House
_while your President has charge of the country’s affairs but
“that it will also actuate those of you who shall be here after
1924, when a Democratic President will very probably have
charge of the aflairs of the country. [Applause on the Demo-
cratic side.]

Gentlemen, it is perfectly useless for me to, attempt to go
into the minute details of this bill. Like the distinguished
gentleman from Tennessee [Mr. Gareerr] I am opposed to sub-
gidies, and in the extension of my remarks I hope to present,
if permitted to do so under the rules, an excerpt from an
opinion rendered by no less distingnished a jurist than Judge
Cooley, of Michigan, in which he explained as clearly as it was
possible to explain why subsidies were dangerons either in
State or National Governments.

But in the brief time allotted to me there is just one thing
to which I wish to call your attention. You have been shown
something about the vast powers that are vested in the Ship-
ping Board; and though I do not possess the ability of the pro-
verbial Philadelphia lawyer, to go through this bill and take
up all the powers vested in the Shipping Board, yet I want to
call your attention to a summary of some of the remarkable
powers vested in them.

1. To sell privately ships of the American people without
advertisement and without competition and on any terms it
pleases,

Of course it is given permission to advertise, but it is given
power to sell without advertisement.

2. To destroy any port within certain geographical divisions
by selling ships from that port. For, notwithstanding by the
provisions of seetion 2 the board shall not for the period of two
yvears after the passage of the act sell vessels engaged in serv-
ing such ports to persons other than those who have the sup-
port, financial and otherwise, of the domestic communities pri-
marily interested in- such lines; yet the act defines domestic
communities primarily interested in such lines to mean the
geographical divisions.of coast lines of the United States known
as North Aflantic, South Atlantic, Gulf, and Pacific coasts;
and. as a result, since New York and Hampton Roads are in
the North Atlantie group, vessels engaged in service from Hamp-
ton Roads may be bought by lines from New York, to the de-
struction of Hampton Roads, and the same applies as between
the ports of Galveston and Mobile and New Orleans:

Mr. J. M. NELSON. Will the gentleman, yield?

Mr. BLAND of Virginia. I hate notf to yield, but: I have only
15 minutes.

Mr. J. M. NELSON. I want to know what “financial or
otherwise” means? What does that word “ otherwise” mean?

Mr: BLAND of Virginia. I can not explain that.

3. The board also have the power to play favorites in lend-
ing for econstruction and equipment, inasmuch as they may
select whomsoever they choose to be the beneficiaries of the
loan fund.

To give or refuse subsidies as they please, and without any
right of review or appeal. You come in, inexperienced, in the
opinion of the Shipping Board, and yet running your line for
a number of years. I come in, the favorite of the Shipping
Board, and we ask for our subsidies, and under the powers of
this: bill the Shipping: Board has the right to say to you. “I
will not give you $1 of subsidy, but I will give to the other
fellow twice as much as he asks for.”

4. The board also has the power to give subsidies to feeders,
though they never come to American ports

5. To pay subsidies for three years to companies on their
American-owned ships, though a large part of their tonnage is
not under the American flag, and though at the end of that
three years such company decides to keep its foreign-owned
ships under a foreign flag. This would operate for the benefit
of the International Mercantile Marine, only 10 per cent of
whose fleet is under the American flag, and 90 per cent sailing
under other flags.

6. To double compensation, and after a contract is made,
which may be for 10 years, the Shipping Board may, with the
consent of the other party, decrease the subsidies that are
granted or, without his consent; increase his subsidies.

Do you suppose anybody is going to objeet to an Inerease in
his subsidy?

The Shipping Board is given the right to say, * We have cen-
tracted with this fellow on a basis of se much, but it is not
enough; he is not asking for any more, hut we want him to get
some more profit; we will give him double the basie subsidy.™
That is the power that is vested in the Shipping Board, Then,
another thing—and why this is put in I do not know—that any.
person reeeiving a subsidy who has contracted with. the Ship-
ping Board may cancel his contract at any time without the
consent of the Shipping Board, except that the cancellation
shail not: affect his obligation to repay subsidies or maintain
routes,

Just there, gentlemen; I want: to say something about that
obligation to repay. We have heard a great deal about this 10
percent; that just as soon as they earn 10 per cent the balance
is coming back: into the Treasury—that is; one-half of the ex-
cess—until' the subsidy is returned. For what period, gentle-
men? For the taxable year when the subsidy is received. In
other words, the plain effect of this bill is that if the contract is
made for double subsidies and payments are made through five
lean years, five years when they are making only 9 per cent;
five years when they do not pay back anything, and if suddenly
there should come a turn in business, if suddenly business con-
ditions throughout the world should be stabilized, if suddenly
there should be rich profits to these shipowners, what do they
do? Do they pay back: the subsidies that they have received
during the lean years? Not on your tintype. They do not pay,
back anything except the subsidy received that year, when they.
did not need to receive any subsidy.

I should like to know, then, what benefit there is under this
provision that we are going to. recoup. to the Treasury the
subsidies that are paid. It creates the impression in the publie
mind that if there should be am upturn in business the sub-
sidies that have been paid may be recovered into the Treasury,
when the plain reading of this bill shows that that is not the
case. That is not the repert of the gentlemen presenting the
bill. The whole truth abeut the business is that they say if
they earn more than 10 per cent one-half of the excess will he
repaid, but they do not give the explanation that that is only
for the taxable year.

Mr. EDMONDS. Will the gentleman yield?

Mr. BLAND of Virginia. My time is up.

The CHAIRMAN, The time of the gentleman from Virginia
has expired.

Mr. BLAND of Virginia. Under leave to extend my remarks,
I wish to comtinue further my summary of the extraordinary
powers vested in the Shipping Board:

7. The board may make any regulations it deems necessary.

8. The determination of the board as to the amount of
compensation. to which any person is entitled shall not be
subject to review by the General Accounting Office, I snbmit
that such extraordinary power can not be found in any other
bureau of the Government.

9. The Shipping Board is given the power to disapprove,
cancel, or modify agreements made by carriers, although
previously approved by the beard. Ordinarily. the law seeks
to hold parties to their agreements, but this law expressly au-
thorizes them to be made: mere scraps of paper if the Shipping
Board' degires.

10. Pursuant to the policy above outlined, it is made un-
lawful to carry out any agreement or part thereof disapproved
by the board.

11. The board is given power to approve agreements which
shall be excepted from the operations of the antitrmst act;

I respectfully submit that never before in peace time and
seldom, if ever, in time of war have such vast, absolute, and
extraordinary powers been vested in any board, bureau, or
agency of the Government. Imperative need exists that we
shall get away from bureaucratic government. Onur opponents
promised this, and yet this bill presents a case of bureaucracy
run mad.

Though vesting such extraordinary and unusual powers. in
the Shipping Board, though making the board the distributers
of vast funds for the merchant marine without right of review
or appeal, without review even by the General Accounting
Office- as to the distributions made for compensation, though
empowering the board to select the beneficiaries of the fund
and enabling it to make or break whom it pleases, yet these
anusual powers are not enough and the bill proceeds also ta
permanently appropriate the moneys in the merchant marine
fund. This is probably intended to safeguard the beneficiaries
of this legislation from any question as to its unconstitutionals
ity and to bring the fund within the operation of United States
©v. Realty Co: and United States v. Gay (163 U. 8. 427),
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wherein it was held that the question of the unconstitutionality
of the sugar bounty act was immaterial to the decision for
the reason that when the parties manufactured sugar under
the provisions of the act they did not know it to be uncon-
stitutional, that equitable considerations can attach to a claim
which, among other grounds, is based upon an act that was
supposed by all the officers of the Government to be valid and
that Congress could legally recognize and pay the claim founded
on such aet though the act was unconstitutional.

In my remarks about subsidies I referred to a statement by
Judge Cooley. The same is to be found in People v. Township
(20 Mich. 452) and is as follows:

But it is not in the power of the State, in my opinion, under the
name of a bounty or under any other cover or subterfuge to furnish
the capital to set private parties up in any kind of business or to sub-
sidize their business after they have entered ypon it. A bounty law
of which this is the real nature s void whatever may be the pretense
on which it may be enacted. The right to hold out pecuniary induce-
ments to the- faithful performance of public duty in damgerous or
responsible positions stands upon a different footing altogether. Nor
have I any oceasion to question the right to pay rewards for the
destruction of wild beasts and other public sts, a provision of
this character being a mere police regulation. ut the discrimination
by the State between different classes of occupations and the favoring
of one at the expense of the rest, whether that one be farming or
banking, merchandising or milling, printing or railroading, is not legiti-
mate legislation and i{s an invasion of that equality of right and privi-
lege which is a maxim in State government. When the door is once
opened to It, there is no line at which we can stop and say with
confidence that thus far we may go with safety and propriety but
no farther. Hvery honest employment is honorable; it is beneficlal
to the public; it deserves encouragement. The more successful we
can make it, the more does it generally subserve the public good. But
it i not the business of the State to make discriminations in favor
of one class against another or in favor of one employment against
another. The State can have no favorites, Its business is to protect
the industry of all and to give all the benefit of equal laws. It can
not compel an unwilling minority to submit to taxation in order that
it may keep upon its feet any business that can mot stand alone.
Moreover, it is not a weak interest only that can give plausible reasous
for public aid. When the State once enters upon the business of sub-

. sgidies, we shall not fail to discover that the strong and werful

interests are those most likely to control legislation, and that the
weaker will be taxed to enhance the profits of the stronger.

The aids contemplated by the bill comprehend so-called in-
direct and direct aids, the last of which may be more appro-
priately denominated subsidies.

The so-called indirect aids are—

1. The sale of ships on easy terms with 15 years as maximum
time within which to make payment and interest to be at 4
per cent,

2. The creation of a loan fund of $125,000,000 on interest
at 2 per cent, and all interest from same to go back into the
fund to be used in building or reconditioning ships, one-third
of cost to be borne by the owner, the selection of beneficiaries
and types of ships to be constructed to be in Shipping Board.

8. Income tax of owner of vessels of 1,500 gross tons and
over engaged in coastwise or foreign trade to receive as a de-
duction from net income an amount which bears the same
ratio to his net income during the taxable year attributable
to the operations of such vessels as his gross income attributa-
ble to the foreign operations of such vessel, provided a like
amount be contributed by the owner for building purposes, and
within a reasonable time which is not defined such fund may
be used in building in private shipyards of United States of
new vessels of a type and kind approved by the board, to be
used in either foreign or coastwise trade.

4, Exemption of gains on vessels launched prior to January
1, 1914, if set aside in a trust fund fo build in private Ameri-
can yards new ships of type and kind approved by board for
use in either foreign or coastwise trade.

5. A liberal deduction ig allowed from income taxes for de-
preciation on vessels, for vessels of 1,000 gross tons or more,
acquired after Auogust 1, 1914, and prior to January 1, 1921,
that is during period of high prices, for taxable year 1922,
and each of four succeeding years; the deduction is allowed for
the exceptional decrease in value of such vessels since the date
of acquisition. This permits writing off high cost as deprecia-
tion. :

6. Persons shipping either exports or imports are allowed 5
per cent of freights on shipments in American bottoms as a
credit on income tax. The only limitation is against persons
transporting their own goods in their own vessels or in vessels
in which they are affilinted to the extent of ownership of 50
per cent of the stock,

This is a credit on income and not merely a reduction,

As illustrating the operation of this provision, it is to be re-
membered that Morris & Co. ship a trainload of provisions out
of Chicago every two weeks, so that to that firm alone this
provision would be highly beneficial.

Great importing and exporting houses would likewise re-
ceive material credit.

Mr. Maryin, vice president and general manager of Ameri-
can Steamship Owners' Association, and Mr, Lasker say this
is more beneficial than section 34 of the merchant marine act
of 1920 would have been, yet shipowners, shipbuilders, and all
interjﬁated hailed section 34 as salvation of American merchant
marine,

The estimated cost of this provision to the Treasury is
$10,000,000.

7. The immigration provisions of the bill, whereby 50 per cent
of Immigrants dre required to be carried in American bottoms,
and it is said that this would mean $8,000,000 to merchant ma-
rine. Mr. Rossbottom says the immigrant business would give
occupation to not less than 25 good-sized passenger ships in the
North Atlantic where the competition is the strongest.

8. The Army and Navy transport services are to be discon-
tinued, and contracts made with private parties, at a cost to
the Treasury of something like $5,000,000, according to some,
although this is denied by others, The minority sought to have
witnesses produced by the War Department to establish the
facts, but the majority of the committee would not summon
them and the War Department would not order them to come.

9. Railroads are permitted to own steamship lines, and
preferential rates are permitted.

10. Government officials and supplies required to be trans-
ported under American flag where practicable.

11. Tonnage duties are to be doubled and this is increased to
about $4,000,000.

12, American ships to carry mail to cost about $5,000,000,
but this is said to be no increase over present charge.

Even if it be assumed that some of these indirect aids are
desirable, that some aid could be furnished upon the principle
of postal subventions, or that some form of admiralty or naval

subvention could be worked out, if needed for national defense,-

vet the proponents of this bill gave no opportmnity to secure
facts from which such a policy might be formulated, The pur-
pose seemed to be subsidy as proposed or.nothing. I believe
this bill to be uneconomical, undemocratic, and fundamentally
wrong. I believe that if such a thing could be possible it is
more vicious than the monopelistic tariff system provided in the
existing Fordney-McCumber bill. It is said that it is not con-
templated that this subsidy system shall be more than experi-
mental, It is well known that it was claimed originally that
t.e protective-tariff system would not be fastened permanently
upon the country, and yet there has been enacted recently into
law a bill which is more iniguitous than any of its predecessors,
The efforts now to collect enormous sums from the pockets of
the people, to be turned over to shipowners, are caused largely
by conditions which it is, or ought to be, known will be hrought
about by an iniquitous tariff which will compel our ships to
return from many ports empty. It has been said very truly that
a ship subsidy would be worse than futile if the present tariff
system is to be pursued. Such a course would be a cumulative
imposition of a needless burden upon American enterprises and
industry.

It is especially significant that witnesses appearing for the
Shipping Boatd were reluctant to discuss the effect of the high-
tariff policy on the merchant marine. Mr. Lasker, chairman of
the board, said that one of the main advantages for the lack of
which we suffer with an American merchant marine is that
while we have full outgoing cargoes we have not full incoming
cargoes or anything like it. He asks, “Is it due to a high pro-
tective tarifi?” He then says expressly that it is not his pur-
pose to get into that.

Mr. Love, who is in charge of operations for the Shipping
Board, says that if our ships come home in ballast, then our
outward voyage must approximately pay the cost of the voyvage,
and that means our outward freights are so high as to
overhead as to curb the export trade of this country. While
many of the advocates of this bill attempt to justify their
claims upon the ground that this bill is necessary for naval
defense, yet Mr. Love, speaking for the Shipping Board, says
that this bill is a subsidy for the development of foreign trade.

In my opinion, the policy of direct subsidies entered upon
will not stop either with the payments provided in the pending
bill or with the merchant marine, Several witnesses appear-
ing before the committee testified to the inadequacy, in their
opinion, of the subsidies provided, notwithstanding that under
the bill they may be increased to double the amounts speci-
fied. Many of the beneficiary shipowners claimed that the
period of 10 years was too short. One witness claimed that
the subsidy, once commenced, would continue certainly 50 years,
while another was of opinion that it would be in perpetuity,
The hearings and history of subsidies in other countries lead
irresistibly to the conclusion that subsidies, once commencer,
will continue indefinitely and will increase in amount. It is
said that Great Britain pays subsidies. This is not true if we
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use subsidies in the sense of navigation bounties, as the direct
aids in the bill may be more accurately called. Mr. Lissner,
one of the commissioners of the Shipping Board, said that
Great Britain ‘had never given anything, so far as he knew,
purely as a subsidy .to build up her merchant marine. Mr.,
Burns, American merchant marine officer, graduate of ‘the
Massachusetts Training Schoeol, and during the war an officer
in the American Navy, in articles contributed by him to the
Baltimore Evening Sun, sdid that it might be generally stated
that the British had not subsidized shipping, except that sub-
sidy given for services rendered in -conveying mail, and that it
was generally admitted that subsidy had not been important
in building up British shipping and trade,

It has not been shown that subsidies have anywhere increased
the commerce of the country paying the same, but the world’s
experienee is to the contrary.

Franee is the best illustration of a country which'has under-
taken to build up her merchant marine by subsidies, both in
the shape of mavigation and construetion bounties. She has
even gone so far as to pay sums so large that her ships sailed
the seas in ballast to secure the navigation bounties. Yet,
notwithstanding the large sums paid by France in navigation
bounties, in mail pay, and in shipbuilding ‘bounties, her mer-
chant marine increased in 24 years vastly less, proportionately,
than the increase during the same period of the shipping of
Great Britain and Germany. France found when her first sub-
sidy measure expired that she was faced with requests for
increase, -and she has found that, once started, the policy is
unending.

The experience of Ttaly has heen similar to that of France.

In Japan, under a policy of subsidies, its shipping only in-
creased from 301,101 tons in 1895 to 1,705,386 in 1914, an increase
of 1,407,285 tons during a period of 19 years. In a report on
“ Marine and dock industrial relations,” prepared for the Ship-
ing Board, it is said:

For a commereially rapidly progressive country . like Japan this is

far from extraordinary; it could hardly have been less if it had not

id a cent in subsidies. This increase is abont 70,000 tens a year, or
ess than 10 moderate-sized cargo ships.

In a *“Report on the history of shipping diseriminations and
on various forms of Government aid to shipping,” compiled by
the United States Shipping Board, the following conclusion is
reached :

A study of the authorities on subsidies, taking into. account the poli-
cies adopted by various countries, would seem to indicate that, with the
exception of Japan, the poliey has mot been jmportant in the building
up of a merchant marine.

In the same report it is said that the best discussion of the
subjeet is to be found 'in Dr. Royal Meeker's History of Ship-
ping Subsidies, printed in:the 'third series, volume 6, No. 3, of
the publications of the American Economic Association. That
author, after discussing the growth of the Japanese merchant
marine, says ' that a cleser scrutiny of histery compels an impar-
tial mind to recognize that the testimony of the facts is'not at
all in favor of the subsidies.

The majority report concludes: ?

A permanent and healthy merchant marine can never be established
merely by paying subsidies. -

Mr. Hurley, once chairman of the Shipping Board, has said:

This insistence upon a Government subsidy is one of the character-
istics that the modernization of the steamship business along American
Jines and the infusion of new blood infected by the traditions of other
days must chance.

Again:

No progress can be made by people who continually wafl that they
can not compete.

SBUBSIDIES ONCE COMMENCED, OTHERE WILL FOLLOW,

It is almost certain that if this policy of subsidies is once
commenced other interests will quickly seek similar aids. The
proponents of ship subsidy may seek to distingunish this in-
dustry on the ground of national preparedness. Other interests
will find equally plansible grounds on which to base their
claims, and if a sufficiently strong organization of financial
interests can be secured, they will stand a reasonable chance of
securing the legislation they desire. Let the limit under the
protective-tariff system be reached, as seems to have been the
case, and the next recourse will be to subsidies. The dye
manufacturers will:quickly fall in line. Not many years past
the sugar producers secured a bounty, but the law was soon
repealed, The woolgrowers have already sought a subsidy.
Potash producers have very recently sought to secure a sub-
sidy, and there has been intreduced in this Congress a bill to
proevide for a bounty to growers of long-staple cotton.

There are many other serious objections to the operation of
the direct-subsidy provisions. In my eopinion, they operate only

affiliated concerns without regard to the taxpayers. Already
we have a vast tonnage to be disposed of which can be gotten
at world:prices or less. The fleet contemplated by experts of
the . Shipping !Board « comprises 3,600,000 tons of slow  cargo
ships, and we have already -available 10,000,000 tons, one-half
of avhich is said to be in first-class condition. Then, 1.250,000
tons of fast cargo ships, of which we have available 400,000 tons
of* fast cargo ships and. 925000 tons of passenger and con-
struction vessels,

'It is said that'a balanced fleet would only require 1,400,000
gross tons of tankers, and yei there are available now pri-
vately owned tankers of 1,600,000 gross tons and Government-
owned tanker tonnage of 550,000 tons. These privately owned
tankers are owned by Standard Oil, Texas Co., and Texas
Steamship Co., Tidewater and Sinclair Oil companies, and like
concerns. According to Mr, Merrill, as of November 1, 1921,
this privately owned tonnage would receive in direct subsidy
$4.644,000. These tankers are owned by companies whose divi-
dends show no need for a subsidy from the people, and the
money is to be paid notwithstanding the present ownership
under American flag of a larger tonnage than the so-called
balanced fleet requires,

According to this bill, small combination vessels such as
run to the Caribbean, possessing an average gross tonnage of
5,600 tons, with speed probably under 13 or 14 knot rate, and
mileage possibly 45,000 miles per year, would receive subsidy
‘which would be $20,000 to $25,000 per year., These are vessels
owned by (concerns like Atlantie, Gulf . & West Indies Co,,
which made a net profit greater than its capital in 1915-1920,
and during 1921, the worst time in the history of shipping,
made an income of $1,781,337, after deduecting all - expenses,
taxes, interest, and losses on sale of 'Liberty' bonds.

BURDEN . UFON ' FEOPLE,

According to Mr. Merrill, when the Shipping Board, program
gets into Tull effect the direet subsidy alone will cost $32,000,000,
or $2,000,000 more than Mr. Lasker’s statement, but Mr. Mer-
rill very frankly admits that he does not think that there is any
accuracy in either his or Mr. Lasker's statement, and in
answer to a question from Mr, Bankaeip as to how Congress
is going to be guided then-in its- deliberations, says that it is
the “best guess” that can be:made. He says that this esti-
mate does not inelude double aids; as to 'them no one ean
speak, since under the bill the power to give or refuse them
will rest with the Shipping 'Board, which may make oribreak
any line it pleases. j

The above figures leave out of comsideration additional bur-
dens upon the people in the shape of tax exemptions, approxi-
mately $10,000,000, tax reductions for mew tonnage not esti-
mated, mail pay about $5,000,000, loss of interest on loan fund
about :$3,000,000, and unestimated burden on taxpayers be-
cause of increased freight rates on domestic shipments neces-
sary to offset lowered rates on ocean' shipments.

It is manifest that it is impossible to estimate the cost of this
bill to the public even though the basic subsidies dlone are
given, and the award of basic subsidies only can mot be ex-
pected in the face of (1) the insistence of representatives of
the Steamship Owners' Association that subsidies are 'too low
and the: period too short, (2) statements that subsidies must
be continued 20 years, 50 years, and in perpetuity, and (3)
the experience of other countries :which have tried subsidies
where almost: uniformly increases have followed.

Already notice has been given that increases will be neces-
sary. Mr., Marvin, speaking for American Steamship Owners’
Association, says that ecargo ships should get inereases to
amount to about $4,000,000 more and that the subsidy period
sheuld be extended from 10 to 20 years.

Mr, Munson, of the Munson Line, advocates a subsidy twice
as large as that provided, but says that even now he is operat-
ing at a small profit. Further, he advocates mail payments, as
at present, in addition: to subsidies. ‘He wishes the subsilies
for passenger lines increased. And Mr, Marvin, Mr. Raymond,
and others, speaking for the Ameriean Steamship Association,
say the cargo lines must be inereased.

Yet as to the passenger lines, Mr. Rosshottom, who operated
the Panama line successfully and who has been loaned to the
Shipping Beard. to operate the United States lines, says that if
some old ships are taken off his line and others which are more
modern are given to him, with :some changes to accommodate
trade, he ‘will not take his hat off to anybody. This evidence
of Mr. Rossbottom relates to the Atlantic trade, and as to the
Pacific, Mr. Lasker says the situation is more favorable there,
‘When hearings were had on the bill which proposed to eliminate
the transport service in the Pacific and contract with private
shipowners for that service, it was argued'that with the adop-
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tion of such a measure and with the applieation of coastwise
laws to the Philippines the American flag could be maintained
v on the Pacific. Yet it is now proposed tv give subsidies in
addition,

Mr. Pendleton testifying for the bill said the subsidy was not
sufficient, though Mr. O'Donnell, chairman of maritime com-
mittee of Maritime Association, said that it was his impression
that this bill contained all known forms of aids, and it was fur-
ther said that it might be true that if this bill becomes a law,
agide from the indirect aids, it would involve a heavier charge
upon the Government Treasury than all the Government aids
of every character and description paid by all the other nations
on earth combined.

Mr. Raymond, director in Atlantie, Gulf & West Indies Ce.,
president of Clyde Steamship Co., president of Mallory Steam-
ship Co., vice president of Southern Steamship Co., and appear-
ing before the committee for American Steamship Owners’' As-
sociation, testified that the present rate of subsidy for cargo
vessels below 13 knots in speed must be advanced, stating that
for all but the largest ships the subsidy provided was mani-
festly insuflicient and would fall short of achieving its purposes.
This elaim is made in the face of the power in the board to
double the subsidies, and in this connection it must be remem-
bered that the owners of the larger lines are making similar
elaims for their lines.

Already the process of increasing the subsidies has com-
menced, for in the bill now under consideration and introduced
only a few days ago the suggestion of Mr, Munson has been
adopted and mail pay is excluded from the merchant marine
fund, so as to be paid to ships earrying the mail in addition to
the subsidies provided,

Some eonception of the maximum burdens possible under this
bill may be had when it is remembered that in the case of the
Leviathan the basic subsidy would be around $900,000 per year
and the board could allow $1,800,000 per year.

At the present time business conditions throughout the world
are in a state of paralysis. The worst depression in the world's
history exists in shipping, It was shown in the hearings that
approximately one-sixth of British tonnage is tied up; that
France with her liberal subsidies has one-third tied up; that
very large percentages of Italian, Belgian, Danish, Swedish,
Spanish, and Greek are tied up, and yet in this time of extreme
depression it is proposed to fix subsidies and impose burdens
which will continue through many years.

Upon what theory is it proposed to pay sailing vessels of over
1,000 gross tons a subsidy, and wherein is the justice of paying
a vessel of 1.500 gross tons upon the basis of 5,000 gross tons?

TEN PER CENT LIMITATION ON PROFITS.

But it is said that the provision for a limitation on profits
of 10 per cent will serve as a check and recover the subsidies
into the Treasury should they prove excessive. I have already
shown that this provision only applies to the year in which this
profit is made, so that if the company shall have received sub-
sidies during five lean years and thereafter a period of pros-
perity shounld follow, the only subsidy to be repaid would be
that received during the years of prosperity. The subsidies
paid during the lean years would be gone beyond recovery,
however great the profits might be. Here, too, the question of
overcapitalization and high salaries paid would become very
important.

As to overcapitalization and high salaries, Lissner, commis-
sioner of United States Shipping Board, said:

For the purpose of the record I will state, Judge Dayis, that our best
information is that the active managers of some of these large shipping
companies do receive salaries in a number of Instances running up to
§75,000 and $£100,000 a year. A number of the officials in these com-
panies receive salaries ranging from $20,000 to $100,000.

Mr. Hurley, former chairman of United States Shipping
Board, calls attention to this in his new work on “The new
merchant marine,” where he said:

Another incongruity Is the insistence of shipowners upon lower prices
for ships, while in their deallngs with the publie they have systemati-
cally increased the inventory or book value of old ships as fast as they
got possession of them. This practice, together with a fallure to write
off adequate depreciation from year to year, has made ible a degree
of overcapitalization that renders the average steamsh ]& COmMpANY more
vulnerable in competition than is commonly realized. ke the practice
of subsidizing ships, overcapiialization is an entanglement very easy to
get into but very difficult to shake off.

Mr, Hurley, in his final report made July 81, 1919, called at-
tention to overcapitalization, and said that a recent statement
of one American company frankly admitted that its capitaliza-
tion of $11,000,000 consisted of $5,000,000 in tangible assets and
£6,000,000 in good will.

American steamship companies engaged in 1919 in offshore
trade refused to furnish to Statistician J. F. Lane, who was em-
ployed by and making investigations for United States Shipping

Board, certain specified financial statements which would en-
able Mr, Lane to ascertain the cost of operating vessels under
the American flag, as the board was directed to ascertain under
section 12 of the shipping act.

Witnesses called upon at the hearing to give information as
to the salaries paid to their officials refused to do so. With
one or two exceptions these companies advised that for various
reasons they were unable to comply with the request. Mani-
festly, they did not care to have the public informed, and the
same criticism applies to the failure of the steamship companies
at these hearings to give that full and frank disclosure which
would have enabled the committee to say if, in fact, they were
entitled to receive money from the pockets of the publie.

This course of conduct and these circumstances may well
cause one to regard with suspicion the activities of these com-
panies to secure this bill, and the minority members were
Justified in desiring the fullest information before imposing
upon the American people the burdens imposed by the direct
subsidy features of this bilL

Information, deemed important by one member of the com-
mittee at least, was called for, and, so far as I can find, the
same has never been furnished. On April 14 the following
information was called for:

1. Present American shipowners, exclusive of Shipping Board, en-
gaged in foreign trade, fleets owned by them, and under what flags

operate at Present time,

Estimate, if bill passes, as to the subsidies these companies would
receive, first, with their fleets as at present owned, and, second, with
their fleets brought under the American flag,

3. What dividends have been paid in the last 10 years by the pres-
ent American shlpowners operating ships in foreign trade under
American and fore flags, or both,

4. What shipbuilding companies in the United States, or shipyards,
are owned by American shipowners?

Mr. Epmonps suggested that Mr. Merrill and Mr, Lissner get
a record of the shipyards and the connection between those
shipyards and the steamship companies, stating that the Sun
Oil Co. operates ships and that it, or a heavy ownership, owns
the Sun Shipbuilding Co.; the International Mercantile Marine
is held in some kind of a bond with the New York Shipbuilding
Co., and said that they were all public documents, both he and
Judge Harpy suggesting that they be put in the record,

On May 16, 1922, page 2178 of hearings, the information was
again called for, and there was no misunderstanding, for Mr.
Merrill said:

Mr, BLAND asked on one of the first daix;. Mr. Chairman, for a list
of all shipowners and their affillations, tonnage they had under
American and under foreign flags, their connections with shipyards and
other industries, thelr capitalization and the amount of subsidy each
would receive under this bill, and where they were running. e can
get all of it pretty easily except the affiliations, which require a good

eal of digging.

After 33 days of hearing the only answer made to these in-
quiries was a statement showing vessels owned and vessels con-
trolled through affiliated companies. The first inquiry was
partly answered, but it does not appear that any attempt was
made to answer the other inquiries, the pertinency of which
must be apparent.

I will not undertake to discuss further the opportunity now
afforded to shipowners to procure the available Shipping Board
tonnage at world prices or less or the fact that the proposed
sale of ships would constitute in effect a gift of them to ship-
owners, since the bounties throughout the contemplated period
would far exceed the purchase price; or the considerable evi-
dence to show that the differentials in operating expenses and
subsistence charges are being eliminated ; or the differential in
our favor on oil-burning ships, of which the Shipping Board
owns T0 per cent, while other countries own a much smaller per-
centage ; or the large subsidies which would acerue to the Stand-
ard Oil Co., the United States Steel Corporation, United Fruit
Co., and other large concerns which own their own ships and
operate them in transportation of their own products, without
any provision in the bill requiring these companies to operate
their ships, in whole or in part, as common carriers; or the
enormous rates—sometimes as high as 1,250 per cent on pre-
war rates—charged and profits made by the shipping interests
who are so strongly urging the passage of the bill; or the oppor-
tunity afforded for the creation of shipping monopolies.

WILL PASSAGE OF BILL AFFECT SALE OF SHIPS?

Lack of present market is due to depressed shipping, which
is worst in the history of the woyld. Lasker, Love, and other
representatives testified that all feasible routes are being served.
All that Mr. Marvin would venture to predict was that pas-
sage of bill would insure within a reasonably short time some
hundreds of thousands of tons, which is nothing when there is
taken into consideration the millions of tons which the Govern-
ment has to sell.
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J. B. Smull, one of the Shipping Board’'s $35,000 experts,
testified before the Appropriations Committee of the House:

There is no possibility of selling boats to-day at any price.

W. J. Love, another £35,000 expert of the Shipping Board,
said :

The foreign lines have been hit just as well as we have, and while
they have not abandoned a single essential route or service that the
covered prior to 1914, they are reducing their tonnage in keeping wit
reduced revenue and volume of cargo moving.

The study prepared by the Shipping Board and distributed
under its direction on behalf of this bill says:

One of the most difficult problems confronting the Shipping Board
is the sale and transfer of Government-owned ships to private owners.
The task has been made especially difficult by the present world-wide
depression in indusiry and by the large overproduction of ships. These
two important factors have delayed the sale of Government-owned
tonn to such a degree that only a few ships have been sold in
tAhe‘; 1. m.ont‘hs that have elapsed since the passage of the Jones
The present depression in ship%iong will doubtless continue for several
years. Ships can not, therefore, sold except at very low t‘ﬂém' as is
evidenced by the low prices at which privately owned Bri tonnage
and a few Shipping Board ships have been sold in recent months.

Mr. Farrell, president of the United States Steel Corporation,
an aunthority on shipping and business, said in an address last
year:

It is questionable whether under present conditions any considerable
tonnage could be sold except at a sacrifice which is not warranted,
pending a revival of business in foreign markets, and considering the
nominal cost of maintenance laid up. 2

Even if a sale could be effected, it would be at enormous cost,
since at present world prices we would get about $200,000,000
and pay out more than that sum in subsidies in three years.

WILL THE PASSAGE OF THE BILL ELIMINATE THE PRESENT CHARGE ON
THE TREASURY?

Manifestly, this will not be done if the entire fleet is sold
and the balanced fleet contemplated by the board is secured,
for, as shown above, the charge annually upon the American
people will he greater.

But the ships ecan not be sold for a long time to come ac-
cording to the testimony of the proponents of the bill. and if not
sold then the overhead and other charges must continue. The
present charge of $50,000,000 annually includes a compara-
tively small part as loss-on-voyage operations. Taking the
months of April and May, 1922, the net voyage losses were re-
spectively $667,751.61 and $376,445.84. The Shipping Board
Emergency Fleet Corporation only operated directly 13 ships,
yet on April 30, 1922, there were 1,582 employees in the operat-
ing department of the Shipping Board Emergency Fleet Cor-
poration. The remaining vessels operated were a small number
under bare-boat charter and the remainder under managing-
agent agreements by which these agents operate the vessels
on a commission on gross revenue. There are only about 46
companies and individuals operating Shipping Board vessels.
When the appropriation of $50,000,000 was last obtained, the
estimate therefor showed only $5497.661 for voyage losses,
while the residue went to other expenses, such as repairs, bet-
terments, insurance, lay-up expenses, advertising, and $15,-
000,000 to administration expenses.

Mr. Lasker said: :

It will be a good many years before we do not have any stuff left
with most favorable legislation. T want to make it plain here that 1
do not think the proposed legislation is going to, by the wave of a
magic wand, give us a merchant marine,

Again, he said:

We believe that of the 700 good freight ships we have, the Shipping
Board would feel very happy if, within 30 months from the time of
the passage of this bill, it could dispose of sufficient ships to take care
of the routes it is mow operating and put the Emergency Fleet Cor-
poration out of business as an operating company.

He says nothing of the rest of the fleet. The expenditure of
$50,000,000 should’ be reduced by economies in the Shipping
Board itself, and otherwise little hope is seen for many years
to come.

Chairman Lasker, W. J. Love, and other representatives of
the board testified that Shipping Board vessels in competition
with privately owned American vessels had been taken off, and
that Shipping Board vessels were not operating in competition
with privately owned American vessels.

The Shipping Board has never tried out fairly the provisions
of the Jones Act. The board seems bent on subsidy and noth-
ing else. By sectiom T of the Jones Act the board was directed
to establish routes, and if no citizen can be found to supply
satisfactory service the boamd should operate vessels on such
lines until the business is developed so that such vessels may
be sold on satisfactory terms and the service maintained, or
unless it shall appear within a reasonable time that such lines
can not be made self-sustaining; existing lines were author-
ized to be maintained until, in the opinion of the board, the

maintenance is unbusinesslike and against public interests, and
the Postmaster General was authorized, notwithstanding the
terms of the ocean mail pay act of March 3, 1801, to contract
for carrying the malls over such lines and at such prices as
might be agreed upon by the board and the Postmaster General.

Instead of making energetic efforts to carry out the provi-
sions of the section, every effort seems to be to discredit the
operation of these lines. One thing that might be done would
be to get rid of a board which constantly wails it can do noth-
ing and get one that will at least try to do something else than
belittle the fleet, advertise its own incompetency, and bend all
its efforts to impose heavy burdens on the American people.

Complaint is made that the minority offer no solution. One
material factor in the solution would be the abandonment by
the majority party of a.-tariff policy which will stop the ex-
change of goods. The merchant marine act of 1920 was hailed
as a boon to shipowners, but it is said that the inability to put
into effect section 34 of that act destroyed its vitality, and yet
Chairman Lasker and Mr. Marvin, vice president of the Amer-
jean Steamship Owners' Association, both claimed that the pro-
posed deduction from net Federal income taxes of 5 per cent
of the freight paid on goods imported or exported in American-
flag vessels, which was provided as a substitute for said section
34, would prove more valuable and effective. It is unreason-
able to ask the minority to offer a substitute for the pending
bill when the right to summon witnesses was denied and
information called for was not produced. Secretary Denby,
after testifying in chief, promised to return for cross-examina-
tion, but later advised that he would be unable to do so. With
as much force it might be urged that the defendant in court
should establish an affirmative defense when the right and
opportunity to do so had not been afforded. The minority are
as anxious as anyone else to terminate Government ownership
and to place an American merchant marine on the seas, but it
desires to do so with due regard to the taxpayers of America,
and it refuses to play the role of a rubber stamp for the United
States Shipping Board.

The idea seems to exist that unless this bill is passed noth-
ing can be done. That is untrue unless the party in power is
false to its trust and recreant to the rights of the people. The
committee may assume its proper responsibility and refuse to
serve as a mere conduit between the Shipping Board offices
and legisiative halls, undertake to investigate conditions, and
to find remedies, with due regard to the rights of all, rafher
than to serve as a forum in which the Shipping Board shall
register its will.

Mr. GREENE of Massachusetts.® Mr. Chairman, I yleld 10
minutes to the gentleman from Pennsylvania [Mr. Epsmonps].

Mr. EDMONDS. Mr., Chairman, I am not a Philadelphia

lawyer, and not having the eloquence of the gentleman from

Georgia I am probably not able to explain the bill as well as
he is. However, I think the gentleman will agree with me
that I did the best I could in the hour and a half that I was
explaining the bill.

Mr. BRAND., I want to say that the gentleman certainly
did.

Mr. EDMONDS. T did the best I could in the time I had.
1 made no attempt to deceive and say the subsidy did run over
a year, because it does not. The subsidy stands on its own
basis each year. Of course, if they made only 9 per cent in
three or four years it is not possible that they are going to earn
30 or more per cent in one year so as to even return the whole
of that year’s compensation. We studied the matter very care-
fully in subcommittee, the committee of Republicans that
framed the bill.

Now, I want to answer the gentleman from Kansas. Yes;
we pay the Standard Oil Co. a subsidy for their oil tankers., I
told you that the other day, and I tell you so now. The gentle-
man spoke about the United Fruit Co. Nobody knows better
than the members of the committee that the greater proportion
of the service for this country in the Caribbean Sea is carried
in the boats of the United Fruit Co.; they carry passengers
and freight the same as any Atlantic liner.

Mr. MOORE of Virginia. Will the gentleman yield?

Mr. EDMONDS. Yes.

Mr. MOORE of Virginia. What would be the mnximum rate
paid to the Standard Oil Co. and the United Fruit Co.?

Mr. EDMONDS. A great many oil boats will receive the
subsidy. We did not want to pay it; we spent several days on
it; but gentlemen should not forget that if this country goes
to war the first thing you will be looking for will be oil tankers,
and you will need them badly, We decided that when it came
to the 5 per cent deduction on the income tax they were not
entitled to it where they hauled their own freight. But we
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decided that in all probability for war purposes we had better
pay the subsidy to the Standard Oil ships. However, we put a
provision in the bill—

Mr. BOX. Will the gentleman yield?

Mr. EDMONDS. I will yield to the gentleman from Texas.

Mr. BOX. Does the gentleman contend that the Standard Oil
Co. is not furnishing all the ships that are necessary to do
their business?

Mr. EDMONDS. I have not any idea about it; I presume
they do.

Mr. BOX. Does the gentleman think they will build more
under this provision?

Mr. EDMONDS. I understand they have built 13 since the
war was over. I do not know whether they will bulld any more
or not.

Mr. LARSEN of Georgia. Will the gentleman yield?

Mr. EDMONDS. Yes; briefly.

Mr. LARSEN of Georgia. In the opinion of the gentleman,
does he think the SBtandard Oil Co., in order to carry their prod-
uets, needs this subsidy?

Mr. EDMONDS. I do not think they do.

Mr. LARSEN of Georgia. Then, why e you give it to them?

Mr. EDMONDS. To keep their ships under the American
flag so that in case of war we could take them.,

Mr. LARSEXN of Georgia. Does the Unlted Fruit Co. need it?

Mr, EDMONDS. Only 20 per cent of their invested eapital
is n ships. Gentlemen get up on the floor and speak about the
enormous profits of the United Fruit Co. If there is 20 per
cent of capital invested in ships and they earn over 10 per cent,
we get the subsidy back. Y

Mr. LARSEN of Georgia. Do they need it in order to conduct
ther business?

Mr. EDMONDS. No; they do not, but they make the most
of their profits out of side issues. They run sugar plantations;
they run coconut plantations; they run banana plnntatianr
they run all kinds of institutions through Central and South
America.

Mr. LARSEN of Georgia. You propose to give them a sub-
sidy, but you do not know how much?

Mr, EDMONDS. We do not want to make fish of one and
fowl of another.

Mr, LARSEN of Georgia, Speaking of discrimination, does
not the gentlemen think that the agricultural interests are dis-
criminated against?

AMr. EDMONDS, The gentleman is speaking of the subsidies
that go to the agricultural interests?

Mr. LARSEN of Georgia. No.

Mr, EDMONDS. Did the gentleman ever find anyone object-
ing to any money that was given to the farmers?

Mr. LARSEN of Georgia. I have mever found any money
given to the farmers, Why do you give it to all these other
interests and not give it to the farmer?

Mr. EDMONDS. Why does not the gentleman put in a bill
to attain that end?

Mr, LARSEN of Georgia.
not favor it.

AMr. EDMONDS., The gentleman does not know whether we
would or not.

Mr. LARSEN of Georgia. Why does not the gentleman put
it over? Why does he not give it to the Steel Corporation?

Mr. EDMONDS. I never owned a dollar of stock in the
Steel Corporation in my life. I am trying to explain why we
did this, and if the gentleman does not like it he can vote to
take it out. You say you have got the votes on your side.

Mr. LARSEN of Georgia. You gentlemen are in charge of
the bill, but if you left it to me I would take it out,

Mr. EDMONDS. Well, the gentleman is taking up all my
time. I want to say another thing. The United States Steel
Co. is operating in a commercial business, They carry other
people’s products around throughout the world, and just be-
cause they happen to be owned by the United States Steel Co.,
you are going to hit at them, but we have inserted a precau-
tionary paragraph in which we say that only a portion of their
capital that is invested in these lines can be considered in con-
nection with the 10 per cent profit margin, so far as the subsidy
is concerned.

Mr. J. M. NELSON. Do they get anything of the 5 per cent
income-tax provision?

Mr, EDMONDS. They do not. A statement was made here
by the new recruit of the Democratic Party [Mr. GAaun] that
they get 5 per cent income-tax reduction. Of course, after we
got through with the bill in June, which the gentleman from
Ohio [Mr. Gaan~] helped to prepare and was very conversant
with, he came to me and said, “ Please give me something that
I can get on the floor and argue about.” I said, “ Very well,”

You Republicans probably would

and I told him to take a certain section and to study it. He
took it away with him, went home, and after being defeated
came back and joined the Democratic Party, and then decided
that he did not like the shipping bill which he had helped eon-
struct. He got up on the floor after being in all of the Repub-
lican conferences and made the statement that the 5 per cent
income-tax proposition was granted to the corporations, We
were very careful about that. We fought for two days over
the fact of paying the subsidy to these corporations and we
did the best we could, using every precaution, so that they
would not get anything more than we thought best to give them
to protect ourselves in case of war.

Mr. J. M. NELSON. What section does that appear in?

Mr. EDMONDS. About the 5 per cent clause?

Mr. J. M. NELSON. Yes.

Mr. EDMONDS. Clause (b), page 20. Some gentlemen re-
ferred to the Atlantie, Gulf & West Indies Line. I think it has
T0 or 80 vessels, but only 6 of them are engaged in the foreign
trade. Enormous profits are made by that line in the coastwise
trade, it is said, and then if is charged that we are going to give
them a subgidy. They ean only get a subsidy on their vessels
engaged in the foreign trade. The word “subsidy ™ has been
killed in this country in connection with the merchant marine by
playing faverites, and the first thing we did in this bill was to
make up our minds that we would not play favorites; that we
would be square with each and every one of the people con-
nected with the shipping industry, and we limited the subsidy
given, and when they made 10 per cent profit half of all above
that was to be returned to repay the subsidy.

Mr. HARDY of Texas. Would it not be very easy for the
United Fruit Co, if they made a profit on their shipping of
more than 10 per cent, to juggle their books in such a way
that their profit would inure to the other activities of that

y?

Mr. EDMONDS. There is an arrangement made in the bill
whereby they had to separate their business, and, further than
that, the arrvangement made for deductions and capital are
to come through the Internal Revenue Department eof the
Treasury.

Mr. HARDY of Texas. I have seen that division of earnings
and losses made in other businesses. The United Fruit Co,
‘have banana fields and sugar fields and every kind of property
nnder the sun. It would be very easy for them to make all of
their profits inure fo those other lines and never get above 10
per eent profit in shipping.

My, EDMONDS. What the gentleman says may be perfectly
true, I do not want to say they would or would not. If they
are honest, they would not do such a thing.

The CHAIRMAN. The time of the gentleman frem Pennsyl-
vania has expired.

Mr. GREENE of Massachusetts. Alr. Chairman, I
gentleman five minutes more.

Mr. BLANTON, Mr, Chairman, will the gentleman yield?

Mr. EDMONDS, Yes,

Mr., BLANTON. Concerning the disclosure made by the
gentleman from Virginia [Mr. Braxp], I want to ask the gen-
tleman a question concerning the President’s understanding of
this bill. T quote from what the President said in his address
on Tuesday last:

It provides that shipping lines receiving Government aid must have
their actual lnvestmeut and their operat expenses audited by the

Govermment ; t Government aid will only be paid until the ship-
Hin.g enterpri.se earns 10 per cent on actual capital employed, and imme-

iately that when more n 10 per cent earning is reached half of tha
excess earnings must be applied to the repayment of the Government
aid which has been previously advanced.

A fair construction of the President’s language is that all of
the Government aid that has been advanced through any term
of years will be returned whenever the excess of 10 per cent
amonnts to the subsidy grant,

Mr. EDMONDS. I do not know what the President's idea
was. He may have thought that he was putting it into good
language, and he meant it. We have it written in the bill that
each year stands on its own bottom.

Mr. BLANTON. The statement of the gentleman from Vir-
ginia was a revelation to me.

Mr, EDMONDS, If the gentleman had asked me that gues-
tion when I was en my feet the other day, I would have told
him, because I do not want fo misstate anything.

Mr, BLANTON. Oh, I know the gentleman would not mls-
state anything and would have told if he had been asked.

Mr. EDMONDS. We have drawn up the bill as best we
could. First, we have done what we think will put an Amer-
ican merchant marine on the seas. You gentlemen object to it,
and you have a right to your own views, but I am trying to

yield the

1 say to you that this is our opinion.
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Mr. HARDY of Texas. In that particular I think the Presi- Franee.
dent has misconstrued the bill. [Frane, par=19.8 cents; current exchange=7.2 cents.]
Mr. EDMONDS. He may have. His language is a little
equivoeal there, and he may have thought that he was express- 1914 1923 1923
ing what he wanted to express.
Mr. RAKER. Was all of the American tonnage during the Current
last two years in operation? Franes. Francs. | exchange.
Mr. EDMONDS. I will answer that question with figures D i | 3 oihinge e iia’iod
that have come to me to-day, and this will answer the question 550,000 | 2,500,000 | 180,
asked me the other day by the gentleman from New York
[Mr. Lonpox]. This table which I have received I shall put
into the REcorp at this point: j ’Eﬁ:m ‘S;%;% 2’%:%
Total American tonndage in the overseas trade, roximately 662 vessels
tnuﬁ dead-weight tonnage 5?}5,5]' ’ # 4,878,000 | 4,308,000 | 316,656
Percen Shipping Board vessel 556.7 othing
ge;'ce?gl:g: shﬁpﬁ I%oardttonnuge {qftle?&i-w%igttlllt t;ﬁs{ﬂ.-- 61.9 1,450,000 | N it M ”
rivate own erican tonnage, outside o e
Bm:r?’ ;}&luuive It;f (tda,ul:iers.lagtotl' .11.1)15r 1, 1922, ap[?roxﬁg A 081; 0 3,218,280 | 18,000, 000 | 1,152,000
mately vesse ead-welg 1) RS e Sl » , 038
Shipping Board vessels in overseas trade, exclusive of tank- A T'Q',;-ﬁ 6?’%% "9%;%
ors, as of Nov. 1, 1922, approximately 308 vessels (dead- '060.000 | 1534000 110448
m ot i Riliies Beeto el lusive of tank i Grand ' o :
otal number n, oard vessels, exclusive o nkers,
= ulno vpgsels f{l?{a:d%&eight tm;s) S 111 359 388 WA avan RS R TROM 0 T0 805, 008, 1.9, 101, 104
otal number of lake-type vessels, ead-weight tons). 96
Lake type, pereentage - -3_ 2505 | $144S5519, franc af par=10.3 cents.
Lake type, percentage (dead-weight £ODS) - 14. 07 Norway.
The reason that is made as of the 1st of November in one [Krone, par 26.8 cents, current 18.4 cents.}
particular and .as of the 1st of July in the other, is because
the Shipping Board has theirs up to date, and the last report i Sviied
of the other lines is as of July 1. Ty :!dmm-
Mr, RAKER. Take the amount of American tonnage pri-
vately owned during the last two years, What has been the
condition financially? Have they made money or lost it? Subsidies (budget estimates, 1022-23).........veueunevso. 1000 00K |98, 200 GO0
Mr, EDMONDS. I believe some of the coastwise ships have
made money, and in the foreign trade some of the boats made [Kro S 8””‘”‘“”‘-
money and some did not. The man who ran a large number D6, par 20.5 cents, current 20.8' cents.]
of eargo boats did not make much money, probably lost money.
I think the Atlantic, Gulf & West Indies Line report shows that Evina for ooy
they lost $1,500,000 last year. That takes in all of their exchange.
operations.
During the debate on the shipping bill a number of ques- | yqq contracts
tions were asked of me which I am now going to try and 2o e P o i s e i
*One gentl ked me tl £ o sorki
ne gentleman as me the present status o suhsidles paid 5
by different countries. I have been furnished by Mr. E. T. {Rrone, par 26.8 cents, current 26.8 cents]
Chamberlain, of the Department of Commerce, with the fol- Setd
lowing data, which, while in one or two particulars covers 1620 AR | bbb
amounts which are explained in the summary, shows that there ex
has been a considerable advance in the amounts paid for sub-
sidies recently. I am printing this as received from the de- ok | Eronar
partment for the information of the Members: Lmnatoshisgfrm 3,230,000 | 4,058,000 | $1,087, 544
British Empire. terms..-? ......... m’m‘mm 873, 094 [0}
[Pound sterling, par $4.86, current $4.49.] | Mail subsidies. .. ...l Il Tanlo0o 80,000 |77 21,440
: Total. . euvurssnnnasannnssrasnannnnns-s| 4,183,004 | 4,138,000 | 1,108,984
Amount. ‘::mt
: *Not stated.
Italy.
GREAT BRITAIN. [Budget estimates 1922-23, Lira, par 19.3 cents; current 4.7 cents.]
British f and colonial servioe
1922-23 o mwket rbudget £672,200 | 83,018,178 Converted
Naval reserves (budg\!t, 1922-23) 543,300 2, m, 417 Lire. at current
Royal reserve of merchant cruisers, 1022-23 120, 000 583, 700 exchange.
Merchant ships (budget, 1922-23). .......... 45,000 202, 050
WAL = o vwitrems sos ot shst s on s Somnt s [ 1,390, 500 6,243,345 | Closing combined nayigation and construction bounties
: tmdurwarlegl T S NS 308, 000,000 | $14, 476, 000
CANADA. Mail and na on bounties to Ttalian contract lines.....| 160,000,000 | = 7,520,000
] Mail and nav bounties to Italian lines formeriy
Mail subsidies and subventions (budget estimate Austro-Hungarian. ..eeveeeserrssncsnannsanan sesnaesanns| 140, 000,000 6, 580, 000
o ARy S e T i $1,033,500.00 | 1,083,800.00
on adian Government Merchant Marine | Tobal s el ol e MR ST Bk R, e 608, 000,000 | 28,3578,
Co: (Litd:); to Dee: 81, 10 =i i stivaain | 9,116,144.00 | 9,116,144.00
L e e e S S g F [ 10,149,044, oo 1 10,149,944, 00 Japan,
| (£2 mo R el s R [Budget 1922-23, Yen, par 49.8 cents; current 48.5 cents.]
STRALIA.
i v | e
Contract ocean mail ents (1 £176, 500, 00 792, 485. 00 en. at curren
I‘l]lIslarlds AAAAAAAAA il (9221 ............... 12, 000. 00 53, 880. 00 exchange.
Commonwealth Government Fleet (first onst of :
fleet to June 1922, was £14,518,780; net earn-
_ ings without al allowance for interest and depre- Mail and navigation contract subsidies..........c..ea...| 9,965,707 | 84,833 411
ciation, £7,3‘1 053):
Differen ceiesmsesees|  T,147,736.00 | 32,003,334.04
Completiun ‘shipbuilding program. . ........... | 2,100,000 00 | 9,429,000, 00 Brazil.
Sogal,., Sl e FaTr) R ML e 9,435, 23600 | 42,368, 099, 64 SHOR0 10 . ST, D ¥4 dts:- qurrent F5A Denis:]
UNION OF SOUTH AFRICA. éﬂ% ntca%urrent
Castle mail contract, October, 1922............ue... 9,171,000.00 | -~ 767,790.00 ) st e
GrandBotal........of o st ia r s s it 13,258,302, 59 | 50,529, 778.64 | Mail and navigation subsidies. ...........cccceiiannaa..| 23,095,000 | $2,956,160
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Spain.
[Peseta : Par, 19.3 cents; current, 15.3 cents.]
Converted
Pesetas. | at current
exchange.
Mail contracts and subsidies, 1921..........cccveveunecnanes 21,570,025 | $3,300,214

The Spanish eabinet in March, 1922, decided to increase subsidies to
an amount not to exceed 50,000,000 pesetas ($7,650,000), and as
Spanish subsidies are revised every two years, it is assumed that the
revision is under consideration and will take effect in 1923. .

Belgium.

The Belgian Government, by the act of July 18, 1916, is anthorized
to guarantee interest and amortization on 100,000,000 francs of bonds
issued by the Lloyd Royal Belge Steamship Co. and to take over
i’:},tl]gl;iﬂ 0 of these bonds Issned in 1920 and 25,000,000 francs issued

Germany,

[Mark: Par value, 23.8 cents; currént exchange fluctuation at between
one and two hundredtbs of a cent.

The German Government appropriated in Februari 1921, 12,000,000,-
000 marks to German shipowners to pay for their ships surrendered, on
the basis of the subsldy law of November, 1917, At the time it was
believed this amount would Tebuild in German yards 2,500,000 gross
tons. Since then the Government has printed paper marks so fast
that shipowners and shipbuilders, through the bank which distributes
the fund, demanded, in September, 1022, an additional 24,000,000,000
marks, and the arbifration court has decided the Government must add
18,000,000,000 marks to the shipowners' subsidy between September,
1952, and March, 1923. This additional amount, however, has not yet
been voted by the Reichstag and printed by the ﬁresses. The Berliner
Tageblatt says German shipowners insist on freight rates and passenger
fares being paid in foreign exchange, while they pay wages and general
costs of operation, where possible, In paper marks,

Bummary.

In the following summary of the above item it shounld be noted:

1. That the amount for Australla is very large, beeause a main item
is a statement of the difference between the first cost of the Common-
wealth fleet and the amount of net earnings from 1916 to July, 1922,
used by Premier Hughes to show the fleet could probably bhe sold for
the amount of the difference. The actual loss or subsidy could be deter-
mined only by selling the fleet.

2. The fargest Canadian amount is for losses on the Government fleet
for several years, carried to the account for the past year.

3. British naval reserve appropriations are included in naval esti-
mates,

Great Britain 6, 243, 345
Canada ——_ 0, 140, 044
Australia _____ 42, 368, 199
South Africa 67, 790

Britigh Bmpire . o e e $58, 529, 278
e e e 5,107, 104
Norway 2, 760, VOO
Denmark - e s 224, 256
Sweden % 1, 108, 984
Italy e - 2 ~ 28,576, 000
Japan ——— S —== 4,831 411
Brazil - - 2,056, 160
Spain 3, 800, 214

108, 398, 409

“Another inquiry was as to the present status of employees of
the Shipping Board. I am supplying a table showing the pres-
ent number of employees of the board, and at different times
during the occupancy of the present board, and the amounts of
money paid them:

United Htates Bhipping Board Ewmergency Fleet Corporation.
COMPARATIVE STATEMENT OF PERSONNEL—FUNCTIONAL GROUP,

Employees. Balaries.

Functional group.
June | June | Nov. | June 30, June 30, | Nov. 15,
130, 1921.130, 1922.115, 1922, 1921. 1922 1922,
United States Shipping
Board ... 145 113 140 $325, 511 £316,673 | $367, 861

President Em Y
Fleet Corporation....| 1,051 H0 406 | 1,707,497 805,380 | 801,600
Operating viee presi-
(11 1 BRERS R 1,845 | 1,520 | 1,334 | 4,066,106 | 2,078,830 | 2,754,773
Vice praml dent and

153 183 100 | 383,010 466,000 | 480,680
1,583 | 1,255 | 6,308,841 | 3,250,119 | 2,681,659

835 | 2,488,455 | 1,542, 419 | 1,296,749

820 | 319 | 491,98 | 1,099,821 | 1079, 401

Total............| 8,324| 5,083 | 4479 | 15,861,400 | 10,519,242 | 9,432 723

United States Shipping Board BEmergency Fleet Corp.—Contd.

COMPARATIVE STATEMENT OF PERSONNEL—STATIONS,

Employees. Salaries.
Btations. |
June 30, June 30,{Nov. 15,| June 30, June 30, | Nov. 15,
1921, 1922, 1922, 1921. 1922, 1922,
Home office (Wash-
ington) 1,801 | 1,730 | $4,129,470 | $4,584,352 (84,106,078
16 136 | 203,576 | 238,871 193,778
1,003 967 | 3,638,577 | 2,156,414 | 2,020,415
780 708 | 2,664,615 | 1,236,746 | 1,074,

3 S 89 70| 609,735 | 177.520 | 133,375
Norfolk . .. .. .. 285 202 | 818,990 42,057 | 320,324
New Orleans?, .. 555 218 175 | 1,017,638 390,387 344,685
San Francisco?....... 738 338 250 | 1,493,613 666,223 534,388
European.. ........... 580 141 132 080, 463 426, 460 399, 780
Foreign other than

European.. ......... 89 1 102 214,423 180, 203 205,310
Tobal, vt 8,324 | 5,083 | 4,479 | 15,851,400 | 10,519,242 | 0, 432,723
Less separations or-
T el T e b el 39 Sy L B DO B e e e L
0 el [0 ST AT Wl R 9,206,233

1 Includes Bavannsh.
* Includes Mobile and Galveston.
# Includes Portland and Seattle

Another gentleman made inquiry for a report of the comp-
troller of the Shipping Board. Herewith follows a report from
the comptroller with a letter of explanation of same:

UNITED STATES SHIPPING BOARD
EuercENCY FLEET CORPORATION,
DivisioN oF OPERATIONS,
Washington, November 24, 1922,
Hon, Georee W. EpMoNDS,
House of Representatives, Washington, D. O.

Dear Sie: Pursuant to your telephone request, I herein beg to
inclose statement of estimated operating results of the United States
Shipping Board Emergency Fleet Corporation for the four months
from July to October, 1922, inclusive.

The word *estimated” is used only because certain portions of
certain voyages which have been terminated have mot, as to their ex-
penses, yet been confirmed by vouchers which must be received from
abroad. That amounts to a very small percentage of the total, and
our experience is such that we can very closely gauge what it should
be, but for purposes of accuracy we term the statements as *' esti-
mated.” In fact, they are actual.

You will note that the total loss (without, of course, taking into
account anything for capital charges, to wit, interest, insurance, or
depreciation) amounts to $13,058,683.37. Out of this, however, there
is a general and administrative expense pot directly applicable to
operation of vessels, of $2,107,513.24 for the period. This general
and administrative expense is connection with the”lguidation of
the assets that remained over in plant and materlal from the previous
board, as well as expense in connection with settlement of tens of
millions of dollars of construction ¢laims.

i ]}‘ou will note from the summary that this total loss is divided as
ollows :

Laoss on
operations Total loss
$2,242, 714, 14 ‘ $2, 783, 006, 13
2,662,723.62 | 3)268, 507.76
3,140,500.53 | 3,652,760, 51
2,814, 776.84 | 3,354,210.67

Pl e e e TS 10, 851, 080. 13 I 13, 038, 593. 37

For purposes of round g, we will say that the loss for the
eriod of four months has been $11,000,000. As this is one-third of
e year, should the loss keep on on this basis it would be $33,000,000

for the year; but anyone who estimates that the loss of the Shipping

Board for the year will be $33,000,000 deceives himself. In the first

place, the four months covered are the most faverable months in the

year as to passenger earnings, [ estimate within that perlod almost
half of the passenger earnings of the whole 12 months acerue. It must
be remembered that the summer is the great ocean passenger traveling

{)oriod. The result is that while in so far as cash outluﬁ goes the opera-
fons of passenger ships have shown very little loss in the period covered,

for most of the ensuing eight months of the fiscal year the loss will be,

we estimate, $1,800,000 more than it was for the first four months.

Our total loss of the Shipping Board has been $13,058,593.37 for the
first four months. During that period we not only had the peak of
passenger earnings but we spent practically no moneys in extraordinary
repalr of ships. e now find that there are absolutely necessary struc-
tural chargges which must be made in our twenty-three 535-foot pas-
senger ships within the next four months, which will amount to
&% 00,000. These extraordinary structural changes are imperative.

ere were mo sums expended for extraordinary changes in any of our
ships in the first four months ; thus this constitutes an additional loss,

ﬁecause of adverse operating conditions during the next six mouths
onr monthly operating loss will increase by $500,000 for that period.

The months of May, June, Ju.ly‘ August, September, and October are

favorable to operation. From November 1 to May 1 are the months

of storms on ¢ seas, when the operating expenses increase. So that
for the six months’ period to come if we operate on the same economical
basis ag the last four months, the normal increase for the six months

in loss for this item will be §3,000,000.

Our fuel-oil contract on the eastern coast expired November 11, W
advertised for bids, and had all companies in ica bid for renew:
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of the contract for a year. Beginnlng with November 12, we had to
make a new contract at the lowest price we got as a result of adver-
tised bids, wherein our cost for oil was increased 50 cents per barrel
We are using 1,000,000 barrels of oil per month, so you see that even
with the same economical operations as the last four months the in-
creased cost at the increase of 5O cents per barrel will amount to a
total of $4,000,000.
Thus we come to the following totals:

Our loss for the first four months, including $2,197,513.24
for expenses not directly applicable to operation was__-
The immediate expenditures for structural changes to be
madg Iu;:ithin the nex;ltour ﬂ:logths on the twenty-three
535-foo mmﬁer ships w e
Additional fonsa ue to adverse operating eonditions for
the six months, at th
for

$13, 058, 000

3, 000, V00
3, 000, VOO

500,000 per mon
Inereased cost of oil.%:ued upon increase of G0 cents

barrel and the use of 1,000,000 barrels monthly
eight months - 4,000, 000
Decrease in passenger earnings for winter months, six
months, at $300,000 per month___________.________ 1, 800, 000
Estimated losses for eight months, November to June,
inclusive, on the hasis of the loss for the past four
months but not ineluding the four added items immedi-
ately given above 26, 116, 000
Total estimated losses for the fiscal year 1923_.__- 50, Y74, 000

Of course, in this loss is included the eral and administrative ex-
not directly applicable to operation of vessels, this was
2,197.513.24 for the t four months, if it kept on at the same rate
it would be nprruximutelv 35.600.000 for the year. 8o, taking this off
of the total estimate of $50,974,000, the total loss for the year would
f“"’ us an operating loss of sppmxfmate.ly $44 000,000, However, the
oss for the current fiscal year will come nearer to $50,000,000, for the
reason that freight rates are constantly dropping. Our total estimated
loss of $44,000,000 for operating alone is based on the experience now
of recorded results to such an extent that as comptroller I do not hesi-
tate to aver that it can not be less, and that the estimate constitutes
the only proper and correct forecast obtainable for the Shipping Board’s
ctaperations for this year. I do not allow myself any appreciable latitude
" to be wrong.

Howewl;? what the deerease in freight rates will be is not within the
purview of a comptroller., The res I am about to give come from
our operating officials, who, after we arrived at the forecast of losses
given aboye, brought to my attention the constant drop in freight rates
and insisted that we must allow an additional $6,000,000 to $10,000,000
for decrease in this on. :

res, let me gtate that in July of this

To give you some actual
fiscal xiexu- yt‘i;e Shipping Board ships carried 794,447 tons freight,
for whicn they ved $5,693,912.86, or $7.18 average reyenue per ton.

In August we carried ﬁ'rs,ésa tons, for which we received $6,5624,-
620.57, or $6.68 aveg;ge ger ton. In &eﬂt@mher—the last figures avail-
able—we carried 1 ,185 toms, for which we received only $5,014,-
665.58, or merely $5.45 per ton,

The most interesting part of this is that in the months of August
and September of this year we carried the same number of tons, prac-
tieally, as last year, e received almost £22,000,000 for the tonnage

earried for the fwo months last year, as against a little over §12,000,0
for the same tonnage this year.

-~

You can thus see that with the constant monthly drop In freight rates
the loss for the next eight months, even with increased e cl.em:ieg1l in man-
agement, must be larger than for the four months actually given here.

The Shipping Board is not cutting rates. Most of the rates are the
same on all lines. The decrease in freight rates is due to decrease in
Etnual cargoes offered, though the pp:ﬁnl}oud. fortunately, has
n::: ::le eiln face of these hard times, to tain its volume of busi-

To sum up, the four monthe just passed were extremely favorable
to the best possible showing, for passenger earnings were at their peak,
the season of the year was favorable from weather conditions for ship
operations, oil was purchased at two-thirds of the price on the
east coast that will be paid for the balance of the year, and there
were no extraordinary expenditures for structural repairs. Further,
fortunately, in those four months we had not felt the full effect of
declining t rates. Bo that, based on the actual losses during the
four months just closed, a conservative estimate of the losses for the
fiscal year still remains at $50,000,000, in spite of every effort in effi-
ciency that may be made or retained to hold same low.

That the board is making every effort to make the losses as small
as possible is evidenced by the fact that the losses from April to
Begtember of this year—the last fizures avallable—are something over
$30,000,000 less than the losses for the same six months of last year,
Of the six months covered last year, three months were under the
present board and the major share of the losses occurred under the
Prlor board. Thus the board’s record of suceessful endeavor to curtail
o?;;;sull? at‘testedsiin thetaﬁmalta&‘lited ngutren of results. But even
w s aggressive curtailmen e present fiscal year will show a
loss of at least $50,000,000. ¥

It mi be of interest for me to eall to your attention that the losses
in the last fiscal year, November to Jume, inclusive (during which
Eerlod the present hlp&t]ng Board had gotten operations pretty well in

and), were approximately $30,000,000. 'The loss for the same period

this year must be greater, because of the unbelievably unfavorable
freight market now operating, the lowest possibly ever known in
modern ship operations. It is obvious to see that no ecomomies, no
matter how great, can overcome the more than 40 per eent decline in
freight rates this year as inst last year. When rates will harden is
not to be estimated; the disjointing of world trade, the excess of ton-
nage existing through the war, Germany's present b g program, and
the extensive Government operations by the United States are all given
by expert shipping men as contributing to the unfortunate situation.

Of course, even if freight rates should improve some time within the
next 24 months, the losses of the Bhipping Board would not be com-
parably reduced, for it must be remembered that the fleet is constantl

etting older and that the Shlgping Board has not spent nearly enong

upkeep and re%aira, Upkeep and have been neglect
because the board had to operate within its appropriations, and the
entire appropriation it received from the Congress has been used in
operations. As soon as freight rates get at better the board must

d large sums in keeping up its ships if the deterloration is not to be
ﬁdictﬂous fast. Thus, for some period to come, if the assets under
the board are to be propelgiv eared for, there is no rellef in gight from
the losses now he:lnf recorded.

If there is any further illumination or explanation needed by youn
or any Members of the House, it will be my pleasure to promptly fur-
nish same.

Very truly yours,
P. BIscrLAIR, Comptroller.

" United States Shipping Board Emergency Fleet Corporation.
ESTIMATED OPERATING RESULTS FOR FOUR MONTHS, JULY TO OCTOBER, INCLUSIVE, 1022

Direet—
Vessel classification. me Cargo tons. Revenue. - Expense.
Loss, Gain.
T AR e s I TRl K e D S AS —e n  fe Sy L 467 | 3,512,179 | $20,292,805.13 | $21,567,969.08 | $1,275,163.95 |.0eeenvennn.....
70 429, 50 485, 897. BBO0 LS i,
: 2

General expenditures:
ml.nmnbu; (u;&l’lr.lsdmg e g i (o L s i diiie Wi AR A AR P S
e e B e D e S o I
Other o i =
Lay-up expenses. .. =
mﬂ;djmmi;‘: ................................. RS A T g
dministrative operaling expenses:
T T A el S e Rt e SR L e R i SRR LS i P RS e e e o g o B ATR BML BT [e o sin s i i e vnina s buaswsn -
v e ey A 5 e S il L1 ol (P S e (R sl T RN RIS LI el LA RAEEN e Sy
Total general expenditiures. . .cccaseeeessncrsnernarssasssnronses Pl e ~e it e R R e e s e e semannsnasurace) - 115 000; 100,53
Nk Jons Sy USROS .~ .o o, L o5 v iiinps S iy = s epmed o e S i i m k3 ST e (bR 1 o A Pt e e Sl (M | 1B
eneral penses directl plicable to operation
Go! Wm:;l.isd ......... tmf-f Y.a.? ........ I} ?f ........ ;'r .?:p. ........ passsmsraanaes .s 2,107,513, 24
Total loss for 4 months............ AR A T S L AR S, MR G S 13,058, 593, 37
SUMMARY-
o&?ﬁ?m' Total loss.
$2,22,714.14 | $2,753,006. 13
2,662, 728, 4,268, 507. 76
3,140, 860, 53 3,852, 760, 81
2,814, 776, 44 3,354, 219.67
10,861,090.13 | 13,058,507 87
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Numerous statements have been made from time to time as
to the tremendous profits made by certain steamship lines. T
have reports of the investigation of the principal steamship
lines mentioned as made by William Craemer, special assistant
to president in charge of finance of the Shipping Board. This
report was snbmitted to Commissioner Lissner and furnished by
him to me:

OFERATIONS AND FINANCES OF LEADING AMERICAN STEAMSHIP OWNERS,

AUQUST 2, 1922,
To Commissioner Meyer LISSNER:

In reply to your request that I develop the facts with reference
to the contention of some opponents of s t11;) subsidy legislation that
American shipowners made such large profits during the war years
as_ to enable them to distribute enormous amounts to their stock-
holders, and in addition build up such substantial surpluses as to
¥ut them in unusually strong financial condition and thus make en-
irely unnecessary any governmental aid at this time, I wish to say

. that the examination 1 have made of the finaneial reports of some

of the larger Amerlcan shipowning companies demonstrates this theory
to be clearly misleading and based only on a meost superficial and in-
complete analysis of the facts,

At the outset I would like to point out that this contention of the
opimnents of the ship subsidy, even in its widest application, can apply
only to those few companies organized prior to the war and whose
tonnage was acquired at “ pre-war ™ prices. It entirely ignores that
much larger Enu& of shoigow:wra and operators whose investment
was made dur e period of hif.ih prices and who have either been
wiped out by the reduction in ship values, or who are eatirely de-
i)endeur. on sowme form of governmental aid to save the remainder of
heir fast disappearing investment.

The profits earned by the American shipowner during the war were
restricted by governmental action, so that the return on his invest-
ment was very materially less than that earned by his foreign com-
petitors. 1In ‘his way any possible advantage along these lines was
more than offset by the larger earnings accruing to foreign owners whose
proﬂtts were not similarly restricted by the action of their govern-
ments.

This 18 clearly illustrated by the fact that during the period of the
highest freights all American ocean-going tonnage was under requisi-
tlon to the Government, and the owners' return limited thereunder to
the comparatively moderate charter rates established by the Shipping
Board, whereas at the same time this Gevernment was paying for
foreign tonnage rates more than double those established for Ameri-
can OWners.

Then, too, Government taxatlon reduced the earnings of the Ameri-
ean owner to a point far below that of his foreign competitors.
Japanese and neutral owners were not burdened with the excessive
taxes levied in this and other allied countries, and Great Britain by
pursuing a ‘more liberal policy with reference to deductions for de-
ﬁeclntion very greatly reduced the proportion of war earnings re-

rned to the Government. As a result of these conditions, it is
evident the foreign competitors of American shipowners were bene-
fited to a much greater extent by war activities and were enabled
at the same time to write off their investment in ships to a
vhu.ilne approximating much closer the present world market price for
ghips.

This makes it evident, I believe, that the period of large earnings
which commenced in 1915 or 1916, and terminated so abruptly in
1920, instead of assisting him has made it more difficult for the
American shipowner to compete with his foreign rivals because of
the (;gm:h larger advantages accruing to the foreigner during the same

iod.

An analysis of the financial reports of the larger American steam-
ship companies which are available discloses that their earnings during
the war period were not nearly so large as has been suggested by
opponents of the ship subsidy, and also that these earnings have been
calculated without deducting the depreciation necessary to write down
their investment in ghips to a normal value. These earnings are also
probably much less than the earnings in other indunstries during the
game period.

The Atlantic, Gulf & West Indies Steamship Co. ma{ be taken as
an excellent example as, together with its subsldiaries, it owned more
American registry tonnage than any other owner (excepting the large
tanker fleets owned by some of the oil companies). The net carnings
of this company for the six years ending December 31, 1921, after
surplns adjustments, averaged but 83 per cent of its invested capital
(total capital and surplus not including bonded indebtedness). 'Iﬁmse
earnings are calenlated without writing down the book value of its
ghips to anything like their present value. The statement of its earn-
ings for the last six years follows:

= Par cent of
Net income

alter surplus It%‘l')?st:i‘l!d ﬁmﬁ&“

adjustment. capital.
£0,514, 086, 46 | 344,989, 288. 76 21.15
10,271,014. 86 | 51,437,054, 12 10.97
1,46,315.60 | 51,106,548 72 3.80
5,597, 688,75 | 54,603,474 48 -10.25
5 ,665.20 | 53,508,618, 75 L77
ALY i iitiaciis i savinavanneas] 100, 677767« 51,3499,811.29 1409
Average for 6 years............. 4,362,015.52 | 51,181,009.35 8.52

1 Loss.

The Pacific Mail S8teamship Co. in 1915 reduced the par value of its
capital stock from $20,000,000 to $1,000,000. This action was made
necessary by the large accumulated deficit from operations which up
to that time amounted to more than $11,000,000. The earnings since
that dafe are but a fraction of the loss written off at that time against
the capital account. As compared with the reduced capital, the earn-
ings for the five years and eight months ended December 31, 1921, have
been at the annual rate of about 18} per cent.

The detailed earnings for eight months of 1916 and the five calendar
years since then are as follows:

T

Invested | . 2
Net income. capital. L&cggteeho

capital.
1916 (8 months). . 328, 880 84,200, 577 12.33
1917.. 1,554, 632 4,812,429 32.30
898, 219 627,780 19.15
1,776, 761 , 244, 760 33.88
1,277, 470 6,425, 478 19.87
405, 591 5,911,388 18,38
Annual average for 5 years and

Smmths--_--...,...........t © 975,602 5, 273, 562 18.50

3 Loss.

The earnings of the International Mercantile Marine Co. for the
four years ending December 31, 1920, averaged slightly over 8 per cent
on its investmen I was not able to secure a copy of its report for
1921, but was assured Dy its officers that the operation of its Amer-
ican ﬂa% ships showed a net loss for last year. The annual earnings

for the four years ended December 31, 1920, are as follows :-
i o Piememaga
i nvested capi- | of earnings
Net income. tal. 2 to invested
capital.
DT viventenrasaianresnsannanvannsan)  $11,753,500.1 $123,200, 079 9.17
9,639, 026 132, 158, 299 7.29
13,166,114 131,575,785 9.9%
7,435, 502 132,183,316 5.63
Average for 4 years.............. 8,308, 500 104, 885, 296 B0l

The United Fruit Co. is primarily a mercantile company and only
secondarily a steamship company. Its earnings from its shipping
activities constitute, therefore, a relatively small proportion of its
total earnings. Unfortunately, the earnings of its steamships are not
segregated in Its annual reports. It is interesting to note, however,
that its earnings from tropical oroperties and ships for the seven years
and three months ended December 31, 1921, have been at the annual
rate of less than 164 per cent of its invested capital. The detalled
earnings by years arve as follows:

| ted QP‘FKW%
. : nves earnings
Netesrnings. | ‘oapiral | (oinvested
capilal,
Year ended Sept. 30, 1015.............. £5,900, 522 $63, 107, 087 9.36
‘{mr ended Sept. 30, 1616.............. 11,043 151 70, 634, 770 16.91
Year ended Sept. 30, 1817.............. 13,037, 955 73,990, 460 17.62
Year ended Sept. 30, 1918.............. 14, 004, 47 85, 356, 654 16. 51
15 months ended Dee. 31, 1919. . 20, 163, 518 09, 426, 223 20.28
Year ended Dee, 31,1820, ... ........ , 008, 307 125,980,011 | .03
Year ended Dec. 31, 1021, ... ....... 16, 975, 763 134,955, T4 12,58
Annual average for 7 years and 3
ORI S s 15,327,347 93, 550, 660 16.33

These figures demonstrate very clearly that the American shipowner
did not make excessive ;;roﬂts during the war period, and 1 belicve
it can be said, without fear of contradiction, that the American in-
vestor in shipping securities has received a lower return om his in-
vestment than the investor in any other industry. This is borne
out by the dividend record of the more important American companies.

The common stockholders of the International Alercantile Marine
have never received a dividend. The preferred stockholders, although
entitled to 6 per cent dividends, have received dividends only since
1917 and there is an accomulation of 42 per cent arrears on account
of dividends not paid.

The common stockholders of Atlantic, Gulf & West Indies Steam-
ship Co. have received dividends in but four years since its inception
in 1008 and for these four years the rate was 10 per cent. The
averige annual return on their stock has been less than 33 per cent.
The preferred stockholders received dividends of 5 per cent for less
than five years or an average annual return of less than 2 per cent,

The Luckenbach Steamship Co. bas never declared a dividend.

The large dividends declared by the American-Hawaiian Steamship
Co. were, in no small measure, the result of the sale of it ships at
war prices and not exc]usi\-el?' of operating earnings.

The Pacific Mail Steamship Co. has declared dividends in but 9
out of the last 49 years, which represent in all a return of less than
one-half of 1 per cent on the capital investment.

The American steamship owner would not be in such poor financial
straits to-day if the balance of his war earnings not glstrlbuted a3
dividends had been invested in liquid assets. Unfortunately, however,
and largely at the solicitation of his Government, these earnings of the
good years have been invested in capital assets, such as ships, at prices
far in excess of normal or present market. He has been unable to
write these assets down to their present value, as to do so would
Eoeakn. in most cases, changing a surplus account into a deficit on tha

oks.

The vessels of the Atlantic, Gulf & West Indies Steamship Co. are
carried on its books at approximately $174 per gross ton. To write
them down to $100 a gross ton would involve a loss of over $26,000,000
and would result In a deficit of more than $4,000,000. write them
down to $50 a gross ton (which value is probably much neaver thelr
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forced-sale price) would reflect a Inss of over $44,000,000 and leave a
deficit on the books in excess of §22,000,000.

The Luckenbach BSteamship Co. carries its wvessels on its books
December 81, 1921, at a value of $108 per dead-weight ton. To write
these ghips down io a normal value of approximately $50 per dead-
welght ton would require a loss of about £9,000,000, while to write
them down to the world market price of $30 per dead-weight ton would
reflect & loss In excess of §12,000,000.

The passeuger and cargo vessels of the Paecific Mail Steamship Co.
represent a book value of about $140 per gross ton. To write these
vessels down to a value of $100 a gross ton would reflect a loss of about
$1,800,000, while to write them down to $50 a gross tons would show
a loss of $4,100,000, which would turn the surplus of about $3,000,000
into a substantial deficit.

In conclusion I believe it is true to say that, in spite of rather sub-
stantial profits during the excg)tional years from 1915 to 1920, the
American shipowner is worse off to-iay than at the beginning of this
period, because of his heavy investments in new and old tonnage at
guch high prices as to make Jamh.ihith‘e the writing off of these invest-
ments to meet present world conditions. It is reflected in the great
shrinkage in the market value of the stock of shipping companies
whose stock is in the hands of the public, and in the financial state-
ments of the smaller privately owned companies who are unable to pay
the remaining balance on their purchase from the United States Bhip-
ping Board. 3

WiLLIAM CRAEMER,
Bpecial Assistant to Vice President
in Charge of Finance.

Considerable debate upon the floor as to the situation of the
immigration section of the bill and its value are contained in
the two letters, one from Consul Leslie B, Reed, and approved
by Robert P, Skinner, American consul general at London, and
one from Mr. T. H. Rosshottom :

(Prepared by Consul Leslie E, Reed, approved by Robert P. Skinner,
American consul general.)
ArpmiL 26, 1922,

In connection with the strong disfavor with which the President’s
roposals for a shipping subsidy have been greeted in Great Britain, it
fs of interest to note that the chairman of one of the largest British
armor-plate manufacturers and shi%bnilderi has made a strong argu-
ment in favor of a Government subsidy for armament manufacturers
during the period of the naval holiday instituted by the Washington
Conference on the Limitation of Armament,

At the annual meeting of Messrs. Cammell Lalrd & Co., Mr, Hichins,
the chairman, pointed out that armor-making shops ean be used for
no other purpose than to make armor, and that they can not be main-
tained in idleness for 10 years or longer. He stated that this country
ean not abandon its arinor-making plants in the hope of permanent

ace. He is reported to have declared that such action would be the
g:lght of folly and that it would be a still greater folly to dissipate

the fine staff of experts which the armament firms have gathered to-
gether and whose services the country may yet require.

Lloyd's List of April 8, 1922, gives prominence in its editorial
column to this situation, saying that “ in the exceptional circumstances
which these firms have to face for 10 Yea.rs to come the ples iz not
without cogeney.”” Further, the editorial says *“a subsidy to these
armament firms to induce them to hold on to their plant and their ex-
pert staffs would not be a costly business to the country compared
with the saving which the reduction in the naval program will effect
and it may well be argued that it is better to face a certain annu
outlay for subsidizing our armament firms than at the end of 10 years
to find ourselves without the means of providing the necessary defenses.
“After all, such s.msubatdy wot‘:lld be in the nature only of national in-
gurance a st future possible war.”

s Lescie E. REep, American Consul.

Copies to Chairman Lasker, all commissioners, Mr. Merrill, Mr,
Beecher, Mr. Nicolson. &
&, UxiTep STATES LINES,
New York, May I7, 1982,

Hon. A. D. LASKER
United States Khipping Board, Washington, D, C.

Dear M, CHAIRMAYN : During the past few days we have noticed press
reports to the effect that consideration is being given to the elimina-
tion of that provision in the shipping bill which requires that not more
than 50 per cent of the aliens eml%ratlng to the United SBtates shall
be earried in vessels of foreign regis r{. i 2

We had looked forward to this provision as being the most construe-
tive feature in the shipping Dbill that tends to accomplish the upbuild-
ing and permanpence of an American merchant marine in the North
Atlantic, operating between Europe and the United States, and we con-
sequently look upon the elimination of this ** alien clause ™ with grave
apprehension. Henee our reguest to you and the other members of the
Bgf ping Board to meet with us and discuss the prospects for the future
in gﬁe event this important feature of the bill is eliminated.

We have made a careful estimate of the annual earnings of the
TUnited States lines that would result from the carriage of first and
second class mails, based on actual voyages performed, and have com-

ared same with the earnings that would accrue by reason of the
E.\rect ald provided for in the sbijing bill.

You will note from that estimate, the details of which you will find
in the attached statement, that the United States lines are receiving for
the carriage of such mall matter $1,084,725.80, and that the direct aid
provided for in the shipping bill in lieu of earnings for the carriage
of first and second class mails which are to be carried without
is £1,019,400,

In the inclosed statement we have not made any calculations cover-
ing the postal earniams on the three old ex-German vessels, namely, the
Princess Matoika, Hudson, and Suaiuehama, which are obsolete and
will be withdrawn from the frans-Atlantic trade as soon as proper
vessels can be secured to take their place.

It is not possible for any steamship line of Amerlcan registry to
operate in the North Atlantic passenger trade unless it 1s able to secure
a reasonable share of the third-class or steerage immigrant traffic. This
traffic is the one upon which steamship lines engaged in that trade
depend for their successful operation, and it is now controlled almost
entirely by the f steamship lines with the cooperation of thelr
respective Governments. These steamers of American registry can not
compete for this alien trafic without the cooperation of this Govern-
ment, a§ expressed by the 50 per cent provision or some equivalent.

It must be borne in mind that the results of the present operations
of the United States lines would show a loss if items of insurance, de-
preciation, and interest were charged against operating income. This
situation would be aggravated if the anticipated reduction in passenger
rates takes place.

We can not impress upon you too foreibly the necessity for the enact~
ment of the “alien " provision in the shipp: bill in order to accom-
plish the purpose of the Shipping Boardp to have a privately ow
permanent merchant marine established and in successful operation
upon the North Atlantie.

‘Unless that or some equivalent method is adopted, the steamers at
present being o]ioerated by the United States lines must continue to be
run by -the Bhipping Board, with a probable draln on the Treasur
until the vessels obsolete, when the United States lines w.
automatically retire from the North Atlantic passenger trade, leav
that service to be maintained by steamships of foreign registry.

Respectfully submitted,

UN1TED STATES LINES,
By T. H. RosSBOTTOM
Gmml‘ Manager,
Moone & McCorMACK (INC.),
By A. V. Moore, President.
By E. 1. McCorMACK, Treasurer,
RoosevELT STEAMSHIP Co, (INC.),
By KerMIT ROOSEVELT,
By A. E. CiLzae,
Operating Managers, United States Lines.

In view of the present newspaper agitation regarding the
British propaganda, T have made a digest of some of the com-
ments in their newspapers which I desire to submit in this ex-
tension of remarks.

Take, for example, the well-known British maritime news-
paper, the Syren and Shipping, of March 8, 1922, which edi-
torially exelaims that—

There is cold comfort for British shipowners in President Harding's
message to Congress supporting the proposals of the United States
Shipping Board. Whether the desired subsidy will be forthcomin
remains to be seen, It has been demanded before and mnot nted,
But the present campaign for State aid is far more potent than its
predecessors,

And this alarmed British editor adds that—

The assistance which the State is asked to furnish is all the more
dangerous beecause indirect, as well as direct, methods are resorted to
for fostering a mercantile marine.

And this British maritime journal goes on into a long argu-
ment against the American shipping bill, which reads for all
the world like a paraphrase of the arguments of the op
mewmbers of the Committee on the Merchant Marine a
Fisheries.

There are a great many more of these illuminating quota-
tions. Let us read a few. Syren and Shipping, in its issue of
March 22, 1922 resumes its editorial discussion of the painful
theme of an American merchant marine, exclaiming that—

An examination of the text of this * Merchant marine bill, 1922"
does not lead us to alter our views either as to the earnestness of its
8] rs in their efforts to establish an effective mercantile marine op
the scriousness of the competition which would follow the inauguration
of such a wide-reaching plan as is suggested. But the doleful British
editor hunts for comfort in the thought that “ to many Americans the
sea is not a factor of their everyday life. They lack the long experi-
ence—and, we might add, the hereditary temperament.”

As if there had not been American shipowners and American
sailors ever gince Plymouth Rock, who sailed the packet ships
and clipper ships of the past century; and who manned and
fought Old Ironsides in 1812, and the Kearsarge, when she sent
the British-built Alabama reeling to the bottom of the English
Channel. Manifestly, this British editor of S8yren and Shipping
is whistling mightily to keep his courage up as he sees the
Stars and Stripes rising again above the western horizon.

He looks for comfort, as so many of his countrymen have
before, to the “ western farmers,” hoping that they will prove
“either apathetic or hostile to the scheme,”™ and thus help
Britain ouf, or to “the Democratic Party.”

Indeed, these invocations to the farmers and the Demoecratic
Party to kill this shipping bill and the American merchant ma-
rine in the interest of British monopoly of the high seas are .
frequently nowadays in the British newspapers, industrious
reading of which might well give our friends on the other side
much food for sober thought. The London correspondent of the
Liverpool Journal of Commerce, on the basis of telegrams from
British *“listening statlons™ in America, gleefully predicts
that—

It is not likely that the farmer party will willingly consent to sub-
gidize the United States merchant marine, and if it continues the oppo-
gition stand that it at present threatens the proposed subsidy plan is as
good as dead, for the farmer vote in combination with the &mocrats.
gho have always been against subsidies, is sufficient to kill the proposi-

on, £ oo

“The farmer vofe, in combination with the Democrats,” is
going to save John Bull—is not this a delightful prophecy! How
it must swell with pride the souls of those to whom this ex-
pectant champion of British sea mastery is referring. He finds
“ gtrong-siding champions " of the British cause in the House of
Representatives. Whom does he mean? Whom is he aiming
at? What mysterious telepathic communications are passing to
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and fro over the Atlantic between those who want to beat this
bill in England and those who are mustering their forces to
defeat it in the United States?

Another famous British maritime organ, Fairplay,
shouts— )

What are we to do in order to hold our own against one of the
greatest menaces that the whole country ever had to meet?

But Fairplay is forced to acknowledge that the subsidy itself—
would not entitle any country to make an attack on the United 'States,
for she in common with every other nation 1s entitled to do what
she likes with her own.

Of course, Fairplay is conscious that it was Great Britain
herself that set the example for subsidy in the payments that
created the Cunard Line of trans-Atlantic steamers in 1839,
Fairplay adds impressively that—
though it seems to ‘be expected that for the first year only $15,000,000
will be drawn from the merchant marine fund for subsidies, it is antici-
pated that their cost will eventually reach $30,000,000.

‘Which, after all, is only a small fraction of the subsidies
which the British Government in 80 years has bestowed on the
Cunard Line alone,

Then Fairplay goes on to quote a lot of British shipowners
who to a man declare the American shipping bill to be * most
prejodicial ” to British interests. One of these Britons despair-
ingly gives up the ship with the acknowledgment that—

I fear there is no logical rem: from our point of view that is likely
1o have any effect with ‘the Americans, as thei; I think, have a perfect
right to give subsidies as they are at present placed.

Well, they have—the same right exactly that Great Britain|
has, This gentleman, it is clear, has no illusions at all that even
“the farmer vote” or * the Democratic Party ” can save him. |

Then there is our old trucolent friend Lleyd's List, as British
a8 they make them. It fairly foams at the mouth in contempla-
tion of the Jones Act and its provisions for American control '
of the American trade between this country and the Philippines.
And it preclaims that—

Great Britain could at -once retaliate by including in our aoas;i:g
*irsgtem%};e trade between England, Canada, South Africa, India,

A terrible threat, surely—to bar from ms a trade in which
American ships seldom or ever run. If a Yankee skipper ever
gets a carge from one to another British port, it is only when
John Bull is not looking. Speaking of trade to Australia, onr
British kin adreitly managed some time ago to ban American
shipping even in the trade between Australia and the United
States. As -ex-Senator George E. Chamberlain, commissioner of
the Umnited States SBhipping Board, pointed out in his address
before the convention of the National Merchant Marine Asso-
ciation in Washington March 4 last:

If two shipments of the same material are made, say, from Chicago
Doth co. ed to Aus but one goes by rail through the TUnited
‘Btates to Francisco and thence to destination, and the other goes
through Canada to Vancouver and thence to destination, they are
treated differently by the Australian customs officials, when assessing
walue for the customs tax, as follows:

The shipment from San Francisco has the TUnited States rail freight
charge added to the aid valorem value before duty is fixed ; the ghipment
from Vancouver does not. In other words, for using eur railread and
our port our citizen is taxed by Australia on the cost of the rail haul,
but if 'he uses Canadian railroad and Canadian port he is mot. The:
form of discrimination affects not only our steamships but also our rail-
roads, for they lose the land haul.

As ex-Senator Chamberlain added:

This is a discrimination ‘that under existing conditions can be made
only against the United States.

That is to say, Joim Bull has already shut us out of his,
‘traffic so far as he dares, and his threat to retaliate against us
by closing his whole colonial trade is only so much tin thunder,

It was formally ammounced in the Liverpool Journal of Com-
merce soon after the President sent his message to Congress
that—

A deputation representing mégownmg interests, and including the

resident and +vice president of the Chamber of Bhipping of the TUnited
ﬁlngdom has waited on the board of trade for the purpose of dis-
cussing the United States shipping legislation. And it is added, * The
1ntervfew was for the purpose of exchanginf views, ete., so ‘that the
board of trade should be put in pessession of the opinions of the ship-
ping interest on the matter. There was, therefore, no decisive outeome
of the conference.”

Probably the real outcome was that the honorable gentleman
discovered that they had already in anticipation made so many re-

fairly

prisals against us that there was nothing else that could be done. '

However, Sir Owen Phillipps, the distingnished head of the
Royal Mail Steam Packet Co., which was created in 1841 by a
subsidy of $1,240,000 and has been subsidized ever since, rose
up at the annual meeting of his ecompany, as quoted in the
Liverpool Journal of Commerce of June 2, 1922, and impas-
sively declared—what a fine actor the honorable gentleman
would make—that * while British shipping has to fight un-
aided for its existenee "—unaided, mind you—* foreign ships
|are in many cases supported and assisted in various ways by

their respective governments” Then Sir Owen referred to a
mysterious “act of Parliament of 1853, which has been on the
statute books for T0 years, giving the British Government at
any moment power to take immediate measures to protect her
mercantile marine against unfair discrimination,” Having
made this cryptic remark, the president of the Royal Mail
Steam Packet Co, sat down, having vindicated his reputation
as an unconscious humorist,

It is noteworthy that the “Thunderer” is leveling its
heaviest guns against the presumptuous American shipping bill.
In the London Times of May 18 Sir Norman Hill, the secretary
and counsel of the Liverpool Shipowners’ Association, sounds
the alarm fo hig fellow countrymen that the purpose of this
aneasure is “to confer on American ships a monopoly in the
world's carrying trade with the United States.” This is truly
interesting. Our own American impression is that the purpose
of this hill is to secure for the American flag our rightful share
of from 50 to 60 per cent of the world’s carrying trade with
the United States, which for 60 years has been chiefly monapo-
lized by foreign shipowners. Presumably Sir Norman Hill had
mnot seen the American shipping bill when he wrote his protest,
for the whole propesition contemplates an American overseas
shipping fleet of 7,500,000 gross tons, as compared with Great
Britain's present 20,000,000 tons.

Sir Norman Hill selemnly proclaims that when the American
ships have secured their monopoly “the national ships will

| become the masters and cease to be the servants of commerce

with the coumtry by which the monopoly has been conferred.”
Applying Sir Norman's own logie, have British ships, which’
for years monopolized 98 per cent of the commerce passing
between Great Britain and the United States, been all those
Years the “ masters” of that commerce? Why, then, does he
object to the proposal .of President Harding to secure for our
own ships the earrying of 50 per cent of the immigrants into this
country and at least 50 per cent of our imports and exports?
Here is another Briton violently whistling to keep his courage

| mp—Sir William Seager, described as fthe chairman of the

Ropner Shipbuilding & Repair Co. (Ltd.), who, at the annual
meeting of his concern in Winchester House, Old Broad Street,
London, E. C., as admiringly -quoted by the Liverpool Journal

of Commerce of October 21, 1921, proclaimed to his stockholders

ithat though “the amount of tonnage built by the Americans
was terrific, they could never manage ships to compete with
this country. They did not know how to do it, and they could
not do it.” [Hear, hear.]

This sapient remark recalls the famous dictum of earlier
British business men that the Yankees “did not know how to
make iron and steel and never would know—their climate would
forbid it.” This gem of prophecy has outlived many years and
is to be commended to the serious attention of Sir W. Seager,
M.E.D. L.

Under the graphic heading “American Ship Subsidy Makes
J4. B. Apoplectic— Underhand Plot, B'Jove,'" our American
newspapers on January 26 last published a dispatch from Lon-
don in which another eminent British shipbuilder, Sir Edward
Mackay Edgar, director of Workman & Clark, in comment on
the Washington report of President Harding's plan for the mer-
chant marine, proclaimed that “ It is an affront to the heart of
England and an indirect, underhand plot against British ship-
ping. President Harding tries to stab Britain—of all coun-
tries—in the back!” ™This because the American Government
proposes to take over as its own some of the 98 per cent of
commerce between Britain and the United States which British
steamship companies long monopolized—this is an effort to
“stab Britain in the back Sir Edward seems to have no hope
of help from either “the farmer vote” or “the Democratic
Party ” in this crisis of Britain's fate.

We come now to a gentleman of even higher station—no less
a personage than the British ambassador, Sir Auckland Geddes,
who lately departed from our shores for a vacation in England
after certain ntterances of his on American domestic questions
had been brought to the attention of Congress and the country
in the other Chamber by the semior Senator from Indiana.
The ambassador had been talking about American tariffs and
American shipping with a frankness which Senator Warsox
described as “ going entirely outside the bounds of propriety in
attempting to dictate the policy of this mightiest of nations in
the recorded history of time. &

Sir Auckland had gone to Chicago to deliver a speech in
which he was quoted as suggesting that “American business use
British service, such as insurance and the use of English ships,
as a means of solving the problem of diminishing exports.”
In other words, the smaller eur experts shrank, the more we
should depend upon English ships for the carrying of them—a
somewhat strange philosophy.
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Moreover, the British ambassador had gone to Minneapolis to
talk about ships on November 4, 1920, in an address to the
Civic and Commerce Association—that is, he had gone fo a
point about as far distant from the ocean as he could possibly
reach to discuss maritime problems with his Minneapolis audi-
ence. To them he avowed that the statement that the British
Government subsidizes British shipping is incorrect and con-
veys a false impression. .

It mdy seem inconsiderate to Sir Auckland, but it is a hard
fact that in discussing this very question of British subsidies
the Royal Tariff Commission of his country years ago said:
“In effect the Admiralty contracts constitute a rigid system of
protection,” particularly “to the British engineering and ship-
building industry.” * Engineering and shipbuilding derive
other considerable advantages from Government subsidies and
Government mail transport and other coniracts given to various
British shipping lines. During the past 10 years the Govern-
ment money which has passed into the hands of British steam-
ship companies in respect of these and similar services has
amounted to nearly £2,000,000 per annum.” Apparently there is
some disagreement between the Royal Tariff Commission and
the genial British ambassador to the United States which we
Americans must perforce leave to these two eminent British
authorities for adjustment.

There was another remark on the shipping question which Sir
Auckland Geddes delivered at Annapolis. It was to the effect
that any statement that “American ships have been placed at
a disadvantage with British ships by British Government
‘action " is not true. And he added, “ Our policy is based on the
principle of * fair trade and equal opportunity.’”

A few months before Sir Auckland so eloquently deseribed
the British policy as one of “ fair trade and egqual opportunity ”
an American shipowner sought at the port of Alexandria, Egypt,
a part cargo of Egyptian cotton destined for the United States,
the property of American cotton mills, This American ship-
owner was told that the carrying of Egyptian cotton to America
was a well-established prerogative of British ships alone, and
not a pound of that cotton could be given to an American vessel.

Thereupon the American ship departed without any freight,
but her captain reported the circumstances to his employers,
who passed it on to the Government in Washington. When the
next bids for the transportation of Egyptian cotton were made
40 shillings a ton to America was the demand of the Liverpool
liners’ conference. Buf, to the consternation of the British
monopolists, American ships bid 25 shillings a ton.

Nevertheless, so close working was the British monopoly of
shipowners, merchants, planters, and others at Alexandria that
the high British bid was accepted, the lower American bid re-
fused—and Egyptian cotton continued to go to the mills of New
England in British ships exclusively.

Then the United States Government, through the Shipping
Board, decided that it was time to take a hand. It sent word
across the seas that American ships would carry that cotton
at 15 shillings a ton if necessary, and that American ships
must have a fair share of American-owned cargoes. After
some blustering the British line “came down" and the sup-
plies of Egyptian cotton for American mills are now being con-
veyed one-half in American ships, one-half in British ships,
at a rate of 25 shillings a ton to New York and Boston. This
episode, that may be repeated at any time in any distant ports
of the world where American ships seek freights that British
ghipowners want, is a good shining example of the * fair trade
and equal opportunity ” which Sir Auckland Geddes expounded
to his Minneapolis audience.

I have been asked the question as to a comparison of present
ocean freight rates with those of pre-war periods. I have been
furnished by Mr. Love, of the Shipping Board, with a schedule
of the rates on flour, grain, and provisions for 1922 as com-
pared with those of 1913, which I desire to present to the mem-
bership of the House.

NOVEMBER 24, 1922,

The following ocean frelﬁht rates prevalled in the early part of
1918 from New York to London, Liverpool, and Hamburg :

1913
Flour. Grain. Provisions.
London. .cesennrenean 22 cents per 100 | 16 cents per 100 | 20 per cent plus 5
pounds. pounds. per cent=23 cants
per 100 pounds.
Liverpool.....cceuu--- 20 cents per 100 | 15 eantass per 100 Do.
" ounds.
Hamburg...ceevevenss cents 100 stfennlngs r | 32 cents 100
7 pounds.w phel = % pounds. o
cents per 1
pounds.

Present rates between the same points and on the same commodities
in November, 1922, are as follows:

1022°
Flour, Grain. Provisions.
London...cociciasaes 17 cents per 100 [ 10 cents per 100 | 35 cents per 100
pounds. B pounds,
Jayepotlsiviiasicanslotiss [ LSSl i) (= A LN Do.
Hamburg.....ccecuee.. 15 cents per 100 |..... d0....0eevee..| 20 cents per 100
ds. pounds.

Mr. BANKHEAD. Mr. Chairman, I would like to inquire as
to the division of the time. - ;

The CHAIRMAN. The gentleman from Alabama has con-
sumed 8 hours and 47 minutes and the gentleman from Massa-
chusetts 8 hours and 28 minutes, a difference of 19 minutes
against the gentleman from Alabama.

Mr. GREENE of Massachusetts. I will yield the gentleman
from Ohio [Mr. CHALMERS] 10 minutes.

Mr, CHALMERS. Mr. Chairman, I favor this bill for patri-
otic reasons, and I also favor the bill for business reasons. I
am in favor of saving and building up the American merchant
marine. As you gentlemen know, I am particularly interested
in water transportation, and I want to say fo you that one of
the most expert transportation men of this country, Mr. Elisha
Lee, of the Pennsylvania Railroad, has said that the freight
load of this country practically doubles every 10 years. Mr,
Lee says that in 1890 the freight load handled in this country
amounted to 79,000,000,000 ton-miles. In 1900 it had increased
to 141,000,000,000 ton-miles, and in 1920 it had increased to the
enormous sum of 448,000,000,000 ton-miles, practically doubling
every 10 years. Then he makes an inference that in 1930 the
freight load in this country will be increased to 800,000,000,000
ton-miles. I make the prediction that in 1932 to 1935 the freight
load of the United States will have increased to the enormous
sum of 1,000,000,000,000 ton-miles.

I want to say to my friend from Kansas [Mr. TincHER] and
other Members from the Middle West that if we can at this
time save the American merchant marine for future use, and
this bill and its provisions extend over a period of years—10, 15,
or 20 years—if we can save this remnant for future use and
build it up into a well-rounded freight-handling instrument, his
section of the country and the granger States of the West will
be the principal beneficiaries of the provisions of this bill. It
will cut the freight rates of this country billions of dollars a
vear. Take the enormous freight load which, in 1932 to 1935,
will have increased to 1,000,000,000,000 ton-miles. What does
Mr, Lee say is the cost of handling freight now on the railroads?
Fifteen mills per ton-mile. What is the cost of handling freight
by water on the ocean? From 1 mill to 3 mills per ton-mile.
What is the cost of handling freight on the Great Lakes, that
most efficient freight-handling instrument in the world to-day?
One mill per ton-mile.

I stood in the Toledo Harbor last month and saw the Hocking
Valley derrick load into one of the lake freighters 4 carloads
of coal every 3 minutes, or every 24 hours more than 100,000
tons of coal were transferred from the rails and put into lake
freighters. The Great Lakes are the most efficient transporta-
tion system in the world to-day.

If you take 2 mills per ton-mile as the average cost of
water transportation on the inland rivers, the Great Lakes, and
the ocean, what will be the saving over the cost of shipping by
rail, assuming that we can carry one-half the freight load by
water? Thirteen mills per ton-mile, or a total saving when the
Great Lakes-St. Lawrence waterway is eompleted and the
freight load is increased to one trillion ton-miles—the saving
will be $6,500,000,000 per year. Then it is good business judg-
ment to hold this nucleus of ships and build up the American
merchant"marine into a well-rounded fleet.

Mr, HARDY of Texas. Will the gentleman yield briefly?

Mr. CHALMERS. I will

Mr. HARDY of Texas, The gentleman speaks of reduced
freight rates by this bill. Is there anything in this bill to pre-
vent a combination of our ships with foreign ships or to pro-
vide any supervision of the rates charged? i

Mr. CHALMERS. The distinguished leader of the minorjty
on this committee can answer his own question better than
I can.

Mr. HARDY of Texas. I do not think there is.

Mr. EDMONDS. You might say to the gentleman from
Texas that the original shipping bill, of which he was a potent
factor in drafting, carried all the protection possible to the
shipping interests and to the people interested in everything
connected with shipping.




1922. CONGRESSIONAL

RECORD—HOUSE. 231

Mr. HARDY of Texas. I want to say that the original bill
was without a substantive provision, and this bill has a sub-
‘stantive provision. And there was no—— :

Mr. EDMONDS. I say at that time it was impossible for
.us to regulate the rates in the foreign trade and competi-
tion, but we put every restriction in the original bill that we
"could to prevent abuses and hardship to the people,

Mr. HARDY of Texas. Let me ask the gentleman just one
question: There is nothing in this bill that gives the Shipping
Board or any other public authority the right to reduce rates?

Mr., EDMONDS. Nothing other than we gave in that act,
nothing in this bill,

Mr. HARDY of Texas. Then there is nothing in this bill.

Mr. CHALMERS. This is very interesting, but it does not
get across the proposition I want to discuss.

The CHAIRMAN, The time of the gentleman has expired.

Mr, GREENE of Massachusetts. How much time does the
gentleman wish?

Mr. CHALMERS. I will take 10 minutes.

Mr. GREENE of Massachusetts, I yield the gentleman 10
minutes. :

Mr, CHALMERS. I want to say in good faith I believe this
counfry must be relieved from the high freight rates or we
will be bled white and smothered commercially under excessive
freight rates. I am in favor of lake and river transportation
of freight as well as ocean transportation. I think that history
will bear me out in gaying that that couniry is the most sue-
cessful commercially that makes the ocean: its first transporta-
tion unit. A3y opinion is that the rivers of this country, the
Mississippi, the Missouri, the Ohio, the Columbia, the Delaware,
the Willamette, the Tennessee, and others, should all be de-
veloped and improved to carry their portion of this freight
load. But I want to put in the Rkcorp this prophecy—I may
not be here at the time and some of you will—but by the
‘years 1932 and 1933 the great St. Lawrence seaway will have
been completed.

Mr. Chairman, I am personally against subsidies; I am
opposed to all forms of special privilege; but I am not epposed
to extending suflicient Government aid to save the American
fleet, so that it may in future years serve that great mid-
western continent lying between the Allegheny and Recky
Mountains, It is the most productive region of the world, a mod-
ern Garden of Eden. When the St. Laavrence River projeet is
completed and the 34 miles of rapids in this river are canalized
and a 30-foot channel is opened from the Great Lakes to the
Atlantic Ocean, the American merchant marine will help this
great continent to take its place as a world leader.

That is why I favor the bill. I favor it because T want to
save it for future generations. I want to see the waters of this
country developed so that in 1932 one-half of the freight load
of the United States, 500,000,000,000 ton-miles, will be handled
by the rivers and harbors and inland and coastal waters of
the country. If you can save 18 mills per ton-mile on the
freight load in 1932, you will save approximately six and one-
half billions of dollars annually to the shippers and consumers
of this country, [Applause.]

I desire at this time fo place in the Recorp some argnments
in favor of the construction ‘of the American seaway, or the
‘Great Lakes-St. Lawrence deep waterway.

It has been said that the region of the valley of the Great
Lakes is the cream jug and bread basket of the world. T want
to say to you that if we are compelled to wait to send that
cream and bread by rail and then by ship the cream will turn
sour and the bread will get stale hefore they reach the con-
sumer. It has been said that this seaway will be closed to
traflic three months of the year. Well, what of it? If I were
a merchant in any Great Lakes port and had a shipment to
make on the day the season closed in the fall and it was at
the time of the peak load of prosperity, if this seaway were
completed I would wait for the spring opening in March and
would then ship direct to the foreign port, and would beat any
possible shipment by rail to New York City to be transferred
there to an ocean liner.

The Undersecretary of State for Sweden informed me last Feb-
ruary that during January, 1920, he was requested, while filling
a post as consul in Chicago, to arrange for a shipment of several
Ilutomobiles to Sweden. The credit was arranged, the purchase
:was made, and the automobliles shipped in January, 1920, They
awere shipped by rail to New York and from New York to
‘Stockholm by ship. They reached Stockholm after winter had
set in, in the late fall of 1920. If these automobiles had been
shipped from Detroit or Toledo direct by boat to Stockholm,
Jeaving the last of March, they would have been ready for
‘delivery to customers before the last of April. ]

The railroads are inadequate to handle 40 per cent of the
traffic during normal times and are hopelessly behind. It
would take an expenditure of $1,000,000,000 a year for the next
20 years to eliminate this delinquency and bring the railroads
abreast the natural growth of business. Vice President Elisha
Lee of the Pennsylvania Railroad says that the demands upon
the railroads double every 10 years. You know what that means.

The railroads have not had a building program for the past
eight years. There is less railroad mileage now than there was
in 1914, What will be the demands in 19307 Relief from that
source is hopeless. The very return of the country to normalecy
will tend to choke the business life out of the Nation by a lack
“of proper circulation. We must have relief, and the only relief
in sight that we ean avail ourselves of is the development of our
waterways. That country is most prosperous that makes the
seqa the first unit of its transportation scheme. Don’t blame us
for a longing for an ocean port. It has been the desire of men
and nations since the dawn of civilization to have an outlet to
the sea.

Let me discuss with you frankly some of the benefits to the
Middle West of this American seaway, In 1890 our raflroad
tonnage was 79,000,000,000 ton-miles; in 1900, 141,000,000,000
ton-miles; in 1921, 448,000,000,000 ton-miles; maintained at
this rate of gain, in 1930 the total would be 800,000,000,000
ton-miles, and in 1932, when the canal will be opened to the
shipping of the world, about 1,000,000,000,000 ton-miles. We
are earrying freight now en the Great Lakes for a little less
than 1 mill per ton-mile. On the ocean it varies from 1 to 3
mills per ton-mile. The average for the railroads is about 15
mills per ton-mile. Taking the water rate as averaging 2 mills
per ton-mile, there is a difference in favor of the water haul of
13 mills per ton-mile. The waterways should be developed to
carry one-half of the tennage of the country. That would show
water-carrying capacity of 500,000,000,000 ton-miles, which at
13 mills would show a saving of $6,500,000,000 per year.

The most extravagant thing this eountry can do at this time
ig to peglect its waterways. The successful peoples of the
earth have been masters of the deep. During all time the
prosperous nations of the world have been those who have
made the ocean their first transpertation unit. Just now the
United States is coming into its own. We have ships to make
our merchant marine the greatest and most eflicient on the
seas. We have ships, the organization, the will, but we have
not the business. If we could only clear away the barriers
made by the rapids of the St. Lawrence and let those ships
into the Great Lakes and the Mississippi Valley territory they
would pick up more business than they could handle. The
Shipping Board has property valued at three and one-half
billions of dollars. Five per cent of this amount would more
than pay the American part of the St. Lawrence improvement.
The Shipping Board is loging millions every year. Turn the
Great Lakes into the Mediterranean Sea and you will change
the merchant marine of the United States from a losing propo-
sition into a profitable business. What private business man-
agement would hesitate to spend 5 per cent of its investment
to turn a fatal loss into a magnificent profit? The time is here,
the hecessity is crowding us to the wall, The landlocked
continent lying between the Rockies and the Alleghenies, the
bread basket and cream jug of the world, the land of golden
opportunities, rich in raw materials, lumber, coal, minerals,
agriculture, and manufacturing products, must find a water
highway to the ocean or we must surrender our enviable posi-
tion as a world leader,

Mr. Lee further says that to handle the traffic of 1930 the rail-
road expenditures must be appalling; that is, it will be impossi-
ble. Every possible avenue of transportation is going to be
needed. Therefore the development of water transportation
from the center of the continent to the seaboard will be of
fmmense advantage to the railroads.

The next time our country has a real revival of business we
shall in all probability be confronted with the most severa
congestion of railway traffic and the greatest inadequacy of
railway facilities ever experienced in this country. Nothing
could more quickly check a wave of prosperity than the in-
ability of our railroad facilities to handle the traffic.

There are gome things that must be taken for granted. We
will not have time in 30 minutes to prove everything in a world
project of the magnitude of the American seaway. You know
there are some axioms or self-evident truths that must be
taken for granted, even in such an exact science as mathemat-
ics. I give you my word that every statement of fact I use
to-day has been checked up by Government experts and may be
relied upon, even if I do not stop to prove them all.

In a word, let us see what the trouble is. T have seen seven
reasons given by the opponents why this senwny is impossible.
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FIRST, CLOSED SBASON,

They say that it will be closed in the winter. The record
shows that, on the average over many years, the port of De-
troit closes on December 18 and opens March 18, three months.
What of it? The other seven or eight or nine months of the
year the Detroit River carries more freight in tonnage than
any other similar stretch of water in the world, not excluding
the port of New York, for 12 months in the year. There is a
certain freight load to carry each year. If the waterway can
do its work in eight months, let it rest for the three or four
winter months.

They talk of icebergs and fog. A report just issued by the
New York Institute of American Business on the fallacies of
the 8t. Lawrence waterway scheme says that Montreal is now
one of the greatest grain-exporting ports in America. They are
right. In 1921 Montreal received 138,453,980 bushels of grain.
They handled more grain than all the Atlantic ports combined
from Maine to Florida. They handled it with a little, old, anti-
quated, one-horse shay, man-operated, 14-foot, dilapidated canal,
with no lock large enough to take in either a lake or ocean
carrier, Give us a modern, up-to-date American seaway with
only seven mammoth 860-foot cement locks, 30 feet over the
sills, automatic control, with electric power taking the place of
man power, and the West will come into its own. Such an un-
restricted seaway will accommodate all the lake and 99 per cent
of the ocean carriers. The grain and commerce from the Mid-
dle West and South and West will pass Buffalo without paying
toll, will pass down the middle of the great St. Lawrence, past
Montreal and Quebec, without paying tribute, and land their
cargoes in Boston, New York, or any other market in the wide
world. A statement just issued by the Port Commission of
Montreal says that not a vessel nor a pound of cargo was lost
by the St. Lawrence route during the year 1921,

They say we will meet exorbitant insurance rates, The low-
est insurance rates prevail on those routes most frequented by
traffic. That is on the main-traveled course. Wait until we
open the American seaway from the loading station of the
world to the markets of all nations and we will show you low
insurance rates.

They say it runs through foreign territory and that it will
injure Boston and New York to the advantage of Montreal
and Quebec. Is that the reason why Montreal and Quebec are
fighting the project even more successfully than New York
and other Atlantic ports? The Quebec members of Parlia-
ment, the whole 65 of them, are all against us. One New
York Congressman and several New England Members are
with us. We have. discussed four objections. Now let us take
up the last three more in detail.

1. They say it can not be built; it is an engineering impossi-
bility. It is the easiest great engineering project that America
has ever been asked to solve. Sometimes I ask myself why
the big-visioned men of the past failed to utilize this wonderful
natural resource. It means greater prosperity for the coun-
try—mnot for any select section, but for all our people. The
completion of this waterway is a program that interests us all.
No matter what section of the country we come from we must
work together in this one great cause. It is too big and too
important a thing to permit sectional rivalries to overshadow
our sense of justice and fairness. In the final analysis pros-
perity can come to America only when all the people are pros-
perous, and the Great Lakes-St. Lawrence improvement will do
much to bring about that desired end. There is no excuse for
prejudice and no reason for jealousy.

The International Joint Commission and the American and
Canadian engineers have definitely answered the gquestions of
feasibility. How simple are their plans! How easy of con-
struction !

The 182 miles of river from Montreal to Lake Ontario are
divided by the commission into five divisions, The first division
is from Montreal to Lake St. Louis, 25 miles, 13 miles of canal
and 12 miles of river, with an elevation of 45 feet. In the
canal section they make use of two locks and a guard lock.
The second division is from Lake St, Louis to Lake St. Francis,
16 miles, with an elevation of 83 feet, 133 miles of canal and
24 miles of river, In this section they place two locks and
one guard lock. The third section is from Lake St. Francis
to St. Regis Island, a distance of 28 miles, all open sailing,
with a change in elevation of 3 feet. The fourth division is
from St. Regis Island to Chimney Point, a distance of 48 miles,
71 miles of canal and 404 miles of river. The elevation is 92
feel, and they use three locks in the canal. The fifth section
ig from Chimney Point to Lake Ontario, with wide river sailing
the whole distance of 65 miles, with a change of elevation of
oniy 1 foot. The power works are recommended to be placed
in the fourth section, on the international boundary line, and

provide for the development of a million and a half horsepower
of hydroelectric current, .

2 Even if completed, they say, it will not be used. Why,
friends, it is used now, with all its handicaps. The Great
Lakes, practically land bound, handle more commerce than
any other waters of the world. The south shore of Lake Erie
from Toledo to Buffalo, inclusive, handled more tonnage in
its harbors in 1918 than both Germany and France did com-
bined in 1914.

3. It will not pay. This objection is answered in the second.
If it is used, it will pay. The St. Lawrence Canal will cost
$275,000,000 for a 30-foot channel, with the permanent works
built so that it can be later deepened to 35 or 40 feet. These
costs were figured between July 1, 1920, and July 1, 1921, when
materials and labor were 20 per cent higher than now. The
added value to the grain crop will more than equal the entire
cost of construction each year after its completion. The price
of a commodity is fixed where the surplus of that article comes
in competition with similar commodities from other parts of
the world. Hence the price of grain is made in Liverpool,
Whenever you can cut the cost of sending a bushel of wheat
from Kansas to Liverpool or a bushel of corn from Illinois you
add that saving to the wealth of the farmers of those States,
This does not apply to the surplus only, but the price of the
whole crop is fixed by the price of the part of it that is thrown
upon the market.

Canada is rebuilding the Welland Canal. It is now about
40 per cent completed. When the Welland Canal is finished and
the St. Lawrence is completed, as recommended by the Inter-
national Joint Commission, the Great Lakes will be turned
into a Baltic or Mediterranean Sea. With a 30-foot channel
from tidewater to the Great Lakes, Buffalo, Cleveland, Toledo,
Detroit, Duluth, Superior, Milwaukee, and Chicago will have
the same freight rates from Liverpool and other foreign ports
ag those in force from the same ports to New York City. Do
You business men realize what that would do to business? Do
the farmers and manufacturers realize what it would do to
them to have the cost of the railroad haul eliminated from
Chicago, Milwaukee, Duluth, Detroit, Toledo, Cleveland, and
Buffalo to New York City? It costs 22¢ cents to ship a bushel
of wheat from Chicago to New York by rail. Save it and give
it to the farmers. It costs $40.65 to ship an automobile weigh-
ing 3,000 pounds from Toledo or Detroit to New York. Save
it and divide it among those who make the automobiles. It
affects equally all the territory between the Alleghenies and
the Rockies. When this seaway is completed the freight rates
will be revised radically downward.

You ask me what proof I can submit to substantiate the
above surprising statement? It is 160 miles farther from
Liverpool to Cleveland by the St. Lawrence River than it is
from Liverpool to New York. It is 275 miles farther to Toledo,
325 miles farther to Detroit, 860 miles farther to Chieago, and
950 miles farther to Superior and Duluth. What difference
does even 1,000 miles make on a seaway? All the Atlantic sea-
ports now, although some of them are 1,000 miles apart, have
the same Liverpool rate. Let me quote from the report of the
International Joint Commission :

“The commission is inclined to agree with the statement that there
is a productive interior, ships will proceed as far inland as physically
practicable, and that the farther inland they can penetrate the greater
will be the resulting economy and the more extensive the area bene-
fited.,” Notable examples of rivers on which considerable traffic has
been developed by ocean-going shi&}s are the Amagon, the Yangtaze-
kiang, the Rhine, the Danube, the Columbia, the Willamette, the Dela-
ware, the lower Mississippi, and the St. Lawrence itself. It appears
in evidence that the same rate of freight was paid from New York to
Bombay as from New York to Calcutta, although the latter port was
2,000 miles farther and involved 90 miles of a tortuous river channel
much more difficult than the St. Lawrence. It may be noted that ocean
shipping has to an increasing extent made Montreal its destination,
although railroads extend down both banks from Montreal to Quebec,

Two thousand miles farther and a tortuous channel of 90
miles make no difference in the rates. The total restricted chan-
nel of our seaway, including both the St. Lawrence and Wel-
land Canal, is only 59 miles, The equal rates from the lake
ports are not visionary but are a corollary of the present
practice.

Forty-seven per cent of all the tonnage shipped over sea.origi-
nates in the territory west of Pittsburgh, east of Denver, and
north of the Arkansas and Tennessee Rivers. Ninety per cent
of all produce shipped abroad is grown in this territory. The
value added to the grain of this region each year would more
than pay for the cost of this project.

Now, I come to a part of this project that the East is vitally
interested in. I refer to the hydroelectric possibilities. The
value of the hydroelectric energy derived from the power works
will add to the business of Boston more than ten times the
possible logss from navigation. You are interested in this
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project by the possibilities from its hydroelectric develop-
ment. The St. Lawrence drains one-fourth of the American
Continent north of the Mexican border and in its course falls
224 feet and is capable of delivering more than 5,500,000 con-
tinunous horsepower. This is equal to the energy created by
the burning of 60,000,000 tons of coal in the most modern steam
plant. I call your attention to Professional Paper No. 123,
issued recently by the Interior Department, W. S. Murray, chief
engineer, recommending a superpower circuit, including Boston,
New York, Baltimore, Washington, and adjacent territory.

On the Tth of April last President Harding, Vice President
Coolidge, and the entire Cabinet gave the whole session to the
discussion of this great project, with Secretary Hoover explain-
ing its advantages.

WHAT IS THIS POWER WORTH?

Senator Leonard W, H. Gibbs, chairman of the New York
State Commission, opposed to the St. Lawrence Ship Canal,
says 5,400,000 potential horsepower of eleciric energy available
on the St. Lawrence at $25 a horsepower, and you may be sure
it will never be sold so low, amounts to an annual income of
$135,000,000.

Massachusetts last year raised 33,000 bushels of wheat. The
Department of Agriculture reports that the annual consump-
tion of wheat in Massachusetts is 5 bushels per capita. The
Commonwealth’s 4,000,000 population multiplied by five equals
20,000,000 bushels of wheat consumed each year by the people
of the Bay State. Their wheat fields produced only 33,000
bushels of wheat last year—Iless than enough to last the people
two-thirds of a day. So the wheat they produce is negligible.
Ten million hundredweight of flour must be shipped into their
State each year to supply the needs of the people. If that
flour is shipped by rail from Fargo, N. Dak, it will cost 62
cents per 100, or $6,200,000. When this deep waterway is built
it can be shipped from the wheat fields of the West to Boston
for $4,050,000, or a saving to the bread consumers of $2,150,000
per year—enough to pay you to buy all the wheat shipped
rrom your port and dump it into the harbor wheir your fore-
fathers dumped the tea at the Boston Tea Party.

The St. Lawrence waterway will make millions each year
from coastwise navigation. It will make tens of millions from
its hydroelectric works. It will light homes, stores, streets,
factories, and cities. It will do the work, run the street cars
and railroads at less than half the cost of to-day. We are
just in the morning of the electric day. The greatest progress
of science and inventions in this age will be made in the electrie
field. :

I leave that part of the discussion with you. You are fair-
minded men. You will readily see that the United States is
not as it was 140 years ago, a narrow strip of coast lying be-
tween the Alleghany Mountains and the Atlantic Ocean. Be-
yond those mountains to-day is a vast domain whose people are
interested in this seaway. Its sucecess goes much beyond merely
passing interest. It means their life or death commercially.

This project is more than a mere business proposition. Its
potential possibilities are limitless. If contains romance,
comedy, tragedy, life, and death, not only to this generation but
to countless generations yet unborn. I.et us be pioneers and
promoters of this the greatest and most beneficent enterprise
of the age.

Over beyvond the Berkshire Hills and the Adirondacks, be-
tween Buffalo and the Rockies, there are forty-two and one-half
millions of people who are being commercially smothered by a
lack of transportation facilities. They are gasping for breath
under the weight of high freight rates. The grain is rotting
in the fields. Their antomobiles are reaching the world markets
a year out of date. They will be bled white by high freight
rates unless relief comes, and the only relief is in the develop-
ment of the national seaway provided by God at the creation;
obstructed by only 34 miles of rapids. Those rapids are watched
over and guarded by New York as Leonidas guarded the Pass
of Thermopyle. You would imagine by this opposition that
if this seaway goes through, grass would grow in Broadway
and cows would be herded in Fifth Avenue, and the sheep and
the lambs would go unmolested, even in Wall Street.

I am appealing to the Members of this House, where right and
justice has always been given first consideration. No; the West
will find its way to the sea. The 34 miles shall not stop them,
even though guarded by selfishness and avarice and those who
would exact a toll as our commerce passes through.

It is right, and, if so, you can not kill it off by fighting it.
You will remember that a certain doctor of the law gave the
Sadducees some pretty sound advice many years ago in the
following words:

“And now I say unto you, refrain from these men and let
them alone, for if this counsel or this work be of men it will
come to naught; but if it be of God, ye can not overthrow it,
lest haply ye be found to fight against God.”

They thought they could kill the Great Emancipator by shoot-
ing him. They did not kill Lincoln. They killed themselves,
They thought they could bury Lincoln and that he would be for-

tten.

i And so they burfed Lincoln! Strange and vain!
Has any person thought of Lincoln hid
In any vault 'neath any coffin lid
In all the years since that wild spring of pain?
'Tis false, he never in the grave has lain.
You could not bury Lincoln tho you slid
Upon his clay the Cheops pyramid
And heaped it with the Rocky Mountain chain!
They slew themselves, they but set Lincoln free,
In all the world his great heart beats as strong—
Shall beat while pulses throb to chivalry
And burn with hate of tgrarmy and wrong.
Whoever will may find him—anywhere
Save in the grave—not there, he is not there.

Mr. BANKHEAD. Mr. Chairman, I want to ask the chair-
man of the committee how much longer it is the intention to
run?

Mr. GREENE of Massachusetts. I have two more speakers
who want time, ;

Mr. BANKHEAD. I yield to the gentleman from Texas [Mr.
Bricas], a member of the committee, 20 minutes.

Mr. GREENE of Massachusetts. I have two men who wish
to occupy 10 minutes each.

The CHAIRMAN, The gentleman from Texas is recognized
for 20 minutes.

Mr. BRIGGS. Mr. Chairman and gentlemen of the commit-
tee, I want to discuss this bill dispassionately and in the light
of the facts developed at the hearings. I want also to dissipate
some of the myths associated with this subsidy legislation,
regarding the effect it would have if the bill is passed. There
are also some other matters to which I want to devote some at-
tention. One of them is this: The disparagement of the great
Government-owned fleet, a fleet of over 12,000,000 dead-weight
tons, the newest and best in the world to-day.

The president of the United States Steel Corporation, Mr.
James A. Farrell, stated in an address last May that with
few exceptions the fleet and vessels in it were as fine as those
of any other nation. The president, Mr. H. H. Raymond, and
the vice president and general manager, Mr. Winthrop L.
Marvin, of the American Steamship Owners' Association, con-
firm this statement, though these two last gentlemen claim one-
half of the tonnage is not suitable for general use.

And yet the people of the United States are constantly led
to believe that this great ocean fleet which belongs to them is
nothing but a colossal wreck. They are also led to believe that
if this subsidy bill should pass it would promptly put upon
the high seas all the vessels owned by the United States which
are now tied up, a thousand or more; that all the vessels
which the Government owns will be promptly disposed of, and
disposed of at substantially increased prices.

What are the facts, however, as disclosed at the hearings
with respect to these assertions or arguments? The facts are
that the chairman of the Shipping Board himself testified that
only 5,000,000 tons out of the 10,000,000 could possibly be utilized
under the subsidy bill; that the other 5,000,000 tons might be
classified as only from fair to useless. And not a member or
official of the Shipping Board could tell how much of that
5,000,000 tons is fair and how much useless,

What could be the effect of that upon the buyer? Do you
think that any man with that sort of condemnation would pay
anything for the vessels, however good they might be? Does
any man feel that it would be an inspiration to any man to try to
operate them after they have been subjected to such condemna-
tion, except some shrewd buyer who knew their worth and could
buy them for little or nothing?

But this was not all. Chairman Lasker testified that he
doubted * if under the happiest conditions the American flag will
need the 3,000,000 gross tons, or 5,000,000 dead-weight tons, in
its entirety.” So that even if the subsidy bill should be passed
it is not expected that even one-half of the present Government-
owned fleet will ever be used.

Chairman Lasker has suggested that it will have to be done
away with somehow ; part possibly sold for conversion purposes,
parlt( egisposed of abroad, and probably a large part will be
Jun 4 <

Therefore, you might as well take from your minds the idea
that these 1,000 ships that the Government owns are going to
be put back upon the sea even under this subsidy measure,
unless, as Mr. Farrell, of the Steel Corporation, says, trade re-
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vives. He believes it will do so within the next two years, and
predicts that many of the ships which in his own langnage he
says the public believes are obsolete may be found wending their
way to the ports of the world with paying cargoes.

When I asked one of the leading advocates of this bill, the
vice president and general manager of the Steamship Owners’
Assoclation, how many more ships could be sold, in his opinion,
after the subsidy bill was passed, if it should pass, than could
be sold without it, he could not tell, and he would not venture a
guess except to say that possibly within a year they might sell
several hundred thousand tons out of the over 10,000,000 tons
which the Government owns.

Not only that, but everyone who advoeated the passage of
this bill before the joint committees of Congress always quali-
fied his remarks as to the success of this subidy bill, if passed,
upon the vital thing that the American people should know,
and that is that unless trade revives, and until ocean trade
revives, you could not put the ships back upon the high seas.
When that condition obtains you will, of course, need no sub-
sidy, as it is admitted by Chairman Lasker that only a slight
upturn in trade is needed to wipe out the operating losses which
the Government now sustains,

Why, when I asked the president of the American Steamship
Owners’ Association how many more ships they would operate
upon. the seas if the subsidy bill passed than are being operated
now he made the startling admissicn and statement that he
thought they would have to tie up more vessels—some of those
that are now being operated.

Does that sound like bringing to the people of the United
States relief from stagnant conditions and putting their ships
back upon the seas? Does that sound like justification for im-
posing upon them from $500,000,000 to $1,000,000,000. in 10
years, at the least, and the Lord only knows how much longer
if the Dbill passes and it shall be kept upon the statute books of
the Nation?

Mr. EDMONDS. Mr. Chairman, will the gentleman yield?

Mr. BRIGGS. Yes.

AMr. EDMONDS. I just wanted to state to the gentleman that
the percentuge of tonnage tied up in this eountry is very much
greater than that tied up in other countries.

Mr. BRIGGS. I know that is true, and that a tremendous
amount of tounage is tied up all over the world. I know that
witnesses have testified that the decline in the ocean trade has
been the greatest the world has ever known. Let me answer
the question further. I know that tliey testified that, the world
over, they were losing money. 1 know that Mr. Lasker testi-
fied to that fact before the Commitiee on Appropriations; It
was testified to also by Mr. Love, the vice president and gen-
eral manager of the Emergency Fleet Corporation,

1 know it was testified to by Mr. Marvin, the vice president
and general manager of the American Steamship Owners’ Asso-
ciation. Butf, my colleagues, it was further testified to that the
repson 7o per cent of the Shipping Board fleet, the United
Stutes owned fleet, was tied up was to enable private owners to
operate, and that that had resulted in the operation of 75 per
cent to-day of the privately owned fleet and only 25 per cent of
the Government-owned fleef. The hearings reflect the fact that
the Shipping Board, every time a private line wants to become
established, has withdrawn the Government line. I am not
criticizing that policy. I commend that policy, because I believe
in it. I want a great American merchant marine, as I believe
every true American does. I believe that the ships ought to be
privately owned and privately operated; and as soon as world
conditions improve in trade they will be privately owned and
they will be taken by private operators if you will withdraw
froin those who want to acquire these ships at an unconscion-
able sacrifice the bait of a subsidy amounting to from $500-
000,000 to $1,000,000,000 a year to pay them for taking over
for an insignificant amount the world's greatest and finest fleet,
which, however, they will not promise to operate until ocean
trude revives.

Mr. J. M. NELSON. Will the gentleman yield?

Mr. BRIGGS. I am sorry, but I have only 20 minutes. In
my opinion, you would have had even greater strides toward
improvement in the development of the American merchant
marine if the subsidy legislation had never been proposed. In
It does not
give even a promise of restoring the American fleet to the
ocean. .

In this connection perhaps it is just as timely as anywhere
else to say that one of the favorite arguments being made here
and preached to the American people is in the form of-a query:
What are you going to do if you do not adept subsidy?—always
assuming that subsidy is going to do what nothing else can do.
The whole fallacy lies in the fact that subsidy promises no
relief, but involves tremendous harm, not only fo American

shipping but to the people of the whole Nation. The experience
of the United States in the past as depicted by Spears in his
* Story of merchant marine,” 1915 edition, page 274, is that in
the days of the old Collins Line the subsidy destroyed private
initiative upen the Atlantic and took the spirit and initiative
of American genius out of American shipping.

Spears says:

In the United States the paying of subsidies to a few lines simply
killed private enterprise on the North Atlantic,

The present Shipping Board in the first study (marked “ Ex-
hibit A" in the hearings) which it sent to Congress frankly
admitted that, with the pessible exception of Japan, subsidies
have proved a failure in building up the merchant marine of
any country. Even in the case of Japan, Chairman Lasker also
stated in the hearings that extraneous causes were very po-
tent in the development of the Japanese merchant marine.
(P. 222, hearings.) ;

As disclosed recently by the Department of Commerce, war
conditions, not subsidies, were most largely responsible for the
rapid increase in the Japanese merchant marine.

The department stated:

Two years of submarine warfare developed Japanese shipbuflding and
Japanese shipping at seven fold the rate of its increase in 20 years
under a carefully devised bounty project.

In 1918 the Japanese Government terminated its shipbuilding
bounties.

It was, moreover, the Weorld War which gave the tremendous
impetus to ship construetion in the United States and brought
forth the great fleet which it now owns.

The past experience of the United States with subsidies and
subventions has been far from an encouraging one, and chiefly
resulted only in bringing about increased demands for more
subsidies instead of building up a merchant marine. The tes-
timony adduced at the hearings fully establish this fact. It
shows tlint sueh experiments proved so expensive and fruoitless
in results the payments of subsidy were abandoned and postal
subventions, such as have been employed by other nations, were
relied upon.

The testimony at the hearings reflected that since the pas-
sage of the ocean mail act by Congress in 1891, which is some-
times known as the postal subsidy law, the Government has
expended over $29,000,000, as shown in the following table (p.
182, hearings) :

Poyments on contracts which continued into the

fiscal year ended June
30, 1921 (ocean mail act, 1891).

Ameri- New Red D' Line fo
canLine,| .00 | York & | Venesuela, New
New: o S«aﬂ Cuba York to—
Fiscal year ending| York F:;_m“ Mail Co., Total for
June 30— to Ant- cisooto Y?(?kw the year.
werp, to
South- | SYdneY. | “yary &%“ H‘?b’:‘
ampton. Crus. il
$65,000 |.......... $27,075 $82, 075
56,000 | 885, 81,287 | 271,810
56,000 | 130,104 | 79,080 | 527,330
gl | ) B8
1
135,000 | 130,104 | 81,288 1.?1%5&3
135,000 | 102582 | 63224 840, 539
136,000 | 87,570/ 42002 868, 399
136,000 | 130,104 | 54,192 1, 162, 305
538 | 133,272 127,602 56,450 1,036, 823
662,184 | 283 208 | 130,104 | 53,528 | '§15,280 | 1,477, 702
600,672 | 283,208 | 130,104 | 63,315 | 39,040 | 1,402 354
690,453 | 283,208 |' 132,606 | 60,550 | 42,445 | 1,417,961
062,658 | 209,502 | 130,620 | 63,315 | 44,143 | 1,431 621
762,638 | 249,855 | 130,884 | 63,315 | 45 841 | 1451016
601,224 | 133,272 | 130,884 | 63,315 | 44/143] 1,265,515
737,006 0.......... 130,884 | 58,445 | 44,143 | 1,185 140
73,86 (1) 130,834 | 42,003 | 44143 | 1)150,757
676, 480 (l} 133,401 | 63,173 | 39,049 | 1,114,608
648,472 | (1 120,884 | 65,149 | 44,143 | 1,074,045
570,672/ |.euonnnes 150,884 | 63,210 [ 44,451 [ 1,008, 161
08,050 |31, 018 | 124,28 | 61972 | - 43,300 | L1441
673,998 | 201,016 ,056 | 62,072 | 34,640 | 1,089,251
714178 | 201916 1690 | 85,304 | 45,002 | 1,006,010
665,052 | 2487512 | 74336 | 60,550 [ 41,568 | 1,090,918
639,342 | 270,576 | 60,158 | 55708 | 34 472 | 1,009,254
500,602 | 248,512 | 55,752 | 60,550 | 82,906 | 07414
.......... 170,852 | 72,03 | 3,752 | 36,372 | si7lese
1087283°| 186,384 [ 60,308 | 53134 | 35,724 | G9
L0 25 150,624 | 170,852 | 60,208 | 50,862 | 36,372 | 469,008
Total..........|15,507,705 jgaw,sm P,m,sas 1,813,088 | 787,218 I'x,m,w
1 Discontinued and resumed.

Note.—Payments on contracts which had

1921: The annnal pay-
ments made under the contracts mentioned

prior to
i.lthspuragl;e_lphs 1, 2, and 3 are included
T.

-in the last column above, marked “Total for {i‘:’ - .
the ymmsg?swunm un.ama‘:ym? hale Ecl.d R0 T oA
W] R
Bpf‘mﬁw or] mi[nbanabytherYﬁCubaﬂaﬂamahipGo.tm
1903 to 1913 thepsymentahwﬁng $1,423,074 for the whole 7
3. From Boston and P phia to Jamaica by the Malil Steamship
Co. from 1909 to 1914, the payments aggregating §1,469,841 for the whole period.
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In addition to these payments the Government has also paid
out over a period of 10 years, from 1912 to 1921, more than
$18,000,000 for carriage of mails in American vessels, based
upon a rate authorized by the act of 1872, which allows 80
cents a pound for first-class malil, and 8 cents a pound for mail
of other classes, regardless of distance, as against the interna-
tional postal rate of 35 cents a pound for first-class mail, and 43
cents a pound for mail of other classes.

Under its contract with the Collins Line, the United States
Government paid out from 1848 to 1858, in subsidies, $14,400,000,

The United States Government, as further shown by the hear-
ings, has also extended in recent years additional aid.

The only difference, apparently, between the pending proposal
for subsidies and those which were tried out and failed in
the past, developing not only waste and extravagance and in-
sufficiency but no fleet, is in the colossal amount of subsidy
carried in the pending bill from which the American people
could not hope to escape, if the bill is passed, within a period
of at least 10 years. The President in his message to Congress,
the early part of this week, referred to a period of 25 years,
and witnesses, advocating the subsidy at the hearings, indicated
its continuance as a permanent policy.

Strength is added to this probability because the pending bill
expressly declares that all moneys paid into the merchant
marine fund for distribution and subsidies are permanently
appropriated.

The bill, moreover, makes no provision whatever for the
expiration of the subsidy legislation,

It is true contracts for subsidy are limited to 10-year periods,
but new contracts may be made each year as long as there is
any money left in the merchant marine fund for the payment
of subsidies,

PROSPECTS OF RETURN OF SUBSIDY.

Return of subsidy only applies to such years as show excess

earnings over 10 per cent net, and not to years in which subsidy

is paid, where return is less than 10 per cent net, even though’

in subsequent years unusually large profits are made. (Pages
427-428, hearings. Testimony of Mr. Beecher.) It was ap-
parent at the hearings that it was not seriously contemplated
there would ever be much, if any, subsidy returned.

On question of return of excess earnings over 10 per cent net,
Mr. Beecher, counsel for the Shipping Board, testified:

(Pages 422-423, part 7, hearings.)

Mr. Briggs, Well, it is intended, under this bill, as I understand at
least, that they shall be entitled to earn a 10 per cent net operating
income, isn’t it?

Mr. BegcmEr, That they shall be entitled to earn that?

Mr. Brigas. If they can, and the subsidy would apply if they do not.
1 mean, the subsidy aﬁlies whether they do or not, but doesn’t allow
them to make more than that, because 50 per cent above that sum,
until they have refunded what they have gotten back during that
period, has to be returned.

Mr. Beecuer, That is right.

Mr. Briges. Based upon that provision in this bill, I am asking you
whether an estimate has been made as to what return section 203 would
mean to the shipowner in the way of tax exemption.

Mr. BEECHER. No; I hardly see how even a guess could be made at
it. Of course, it is entirely dependent upon how much shipping there
is engaged in the business, and to assume that any shipowner will, in
fact, make 10 per cent this year, next year, or in any given time is an
assumption for which, of course, there 15 no foundation. We only have
hog;s; that is all.

r. BricGs. But isn't that the practical foundation of the bill, that
it is ;xpected he ought to be able to earn that much as operating in-
come

Mr. BeEcHER. T don’t think there is any suggestion of that in the bill.

Mr, Briges. Don't you think the suggestion is very plainly made on
page 24, section 703, which says, * enever the owner of any vessel
or vessels in respect to which he has received compensation under the
provislons of this act shall have derived a net operating income from
the operations of such a vessel or vessels in excess of 10 per cent
per annom in any fiseal  year during which he has received compensa-
tion hereunder upon his actual investment in such wvessel or vessels
and facilities employed in connection therewith, B0 per cent of such
excess shall be paid to the United States Shipping Board to be placed
in the merchant-marine fund, but in no event shall such owner be re-
quired to pay to the Shipping Board a greater amount than the total
amount of compensation which he has received from the Shipping Board
under the provisions of this act for the same period?’

Don’t you think that distinetly contemplates he shall have earnings
of 10 per cent net?

Mr. Beecaen. I think it is neither the contemplation, the suggestion,
promise, or ;.:1.1_urm:|t_‘;i It is merely the limitation upon his earnings
under the subsidy if he is so fortunate as to make them.

Mr. BriGes. You don't think it is at all even contemplated—I don't
mean ranteed—but you don't think it is even in contemplation?

Mr. BeecHER, If you mean that either the Shipping Board or Con-
gress, by this expression, is holding out to shipowners that they expect
that they are going to make these sums, I should say emphatically no.

Mr. Brices. How did they happen to use this expression in here at
all—this 10 per cent—if it was not in somebody's contemplation that
they might, under this measure, if passed and put into operation, earn
that much and still be able to give it back? Isn't a whole lot of the
very argument in favor of this measure that a good deal of this subsidy
is coming back?

Mr. BEecner. Of course, it is coming back.

Ml(::d Briaes. It doesn't come back until after the 10 per cent is
earned.

Mr. BEECHER. It is comin

back, after they earn the 10 per cent.
Mr. Briges. Isn't it the

eory upon which it is based? Hasn't it
been a.rigued vera) strongly all through the hearings thus far that this
money is going to be dgai back eventually?

Mr. BeecHER. I didn’t hear it mg-gsted——-—

Mr. Brices., Youn don’t agree with that at all? You don't think they
will ever get the subsidy back at all, then?

Mr. BeecHER., They will if the earnings are sufficient.

Elri I{l;was. But you baven't any confidence in the earnings being
sufficien

gj[r.tBIlCHln. I am not prepared to make any prediction on the
subject.

Even Chairman Lasker stated at the hearings that he did not
think that the proposed legislation would give an American
merchant marine by the magic wave of a wand. (Page 27):

Mr. Lasker. It will be a good many years before we do not have
any stuff left, with most favorable legislation. I want to make it
Emlu here that I do not think the proposed legislation is going to,
y the wave of a magic wand, give us a merchant marine.

At the hearings on the urgent deficiency appropriation bill of
1922, Chairman Lasker, on July 27, 1921, stated:

Those boats are laid up for two reasone: First, there is no world
trade at all to warrant keeping them in operation, and, second, in
building up the American merchant marine we undertook a great
many things, and in many cases we took our Government-owned ts
off and gave preference to privately owned boats, becaunse our only
hope of getting out of this awful mess of Government ownership was
to have some company to operate boats, so that when the world con-
ditions were better we could dispose of the boats, but that will take
time. (Page 8.)

The steamship owners who testified, and the Shipping Board
officials as well, did not seriously contend that, even if the
subsidy bill were passed, any more ships could be operated
until there was a conspicuous improvement in ocean trade.

(Page 072, part 18, hearings.)

Mr., Brices. But you do not think youn could get anything, practi-
cally, for the fleet under existing conditions?

Mr. RaymoxDp. Not to sell it all out, unless you go to work and
give some benefits, some aids, and stop this stagnation.

If the subsidies, of course, were great encugh, empty ships
could be operated back and forth at an enormous cost to the
people, but with benefit to no one. Even the Shipping Board
and the steamship owners did not advocate this,

Chairman Lasker testified:

If your question means merely taking Into consideration cash out-
lay for operation, any upturn in the world trade would end the cash
loss. * * * JIf we <do not get Government aid and we get an up-
turn in world trade, so far as cash outgo is concerned, tuat would be
ended, but if we take into consideration the ca ital value of the
ghips, it will not. (Page 211, hearings, * Merchant marine bilL"
Page 951, hearings, “ Independent offices appropriation bill, 1923.")

Mr. J. R. Howard, president of the American Farm Bureau,
in his testimony stated that he would regard such a policy as
unwise,

(Page 1782, hearings.)

Mr. Briges. Well, now, Mr. Howard, of course you appreciate the
conditions that obtain to-day in world trade, do you not?

Mr. Howarp. Certainly.

Mr. Brigas. In fact, there has been a tremendous depression obtain-
ing. The Shipping Board, out of the fleet which the Government owns,
is only able to operate about 421 wvessels, I think, at the outside.
The rest are laid up. There s lots of shlpp‘in7 laid up in the world;
lots of our fleet, the Shipﬁing Board fleet, is tied up. Of course,
when people do not buy the products, exc'hange produects, and you
haven’'t something to carry in the ships, it can not be a profitable
operat_{?on in which to engage to move these ships back and forth
empty .

Mr. Howarp. There wouldn't be much money in that.

Mr. Bricgs. No matter how much you might get to carry the lines
on. If you carried empty freight tralns back and forth across the
country and taxed the o(lmnple rates on that, it would be a serious
obligation on the commodities when they did begin to move?

Mr. Il;)wnn. 1 wouldn't even ride to town and back in my wagon
just for fun,

- Mr. ?Oﬂmnsmu. We don't have to prove all these self-evident facts,
o we

Mr. Briggs. Well, I am just asking some of these things as dealing
with existing conditions.

Mr. Lazano. We do have to prove some of these self-evident thin
sometimes in order to look after the sale of stuff that belongs to
Government.

Mr. Davis. When they are being denied.

Mr. BricGs. Of course, you appreciate that if you have a commodity
in wvast guantity with but very little demand no demand practieally,
and you say, * Well, T want you to get rid of this," it means you have
to sell at such price as you can get, doesn't it, if you sell it?

Mr. Howagrp, If I recall, the statement which I made states that
you have an excess of 20,000,000 tons of ships.

Mr. Bricgs. You mean world shi’pping?

+ Mr. Howarp., Yes; world shipg ng, and of course that surplus is
going to depress the price and make the market very bad.

Mr. BrigGs, Well, T say the conditions could not be any worse. I
think everybody admits that very freel

Mr. HowaArD, And there is going to
time to come, evidently.

Mr. BriGGs. Particularly until there is a trade revival?

Mr. HowaArp, Yes,

Mr. Briges. A revival of trade to call for the utilization of more
ships. Isn't that correct?

Mr., Howarp, Yes,

g'e a continuing surplus for some
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Mr. Munson in his testimony at the hearings frankly admit-
ted that in order to utilize and keep ships in service you have
got to have a trade revival. He testified as follows:

(Page 1178, part 20, hearings.)

Mr. Bricaes. You have heard of the bids that were advertised here the
other day, that they were ed by the chairman of the Shipping
Board as a joke, have you not? Mr. Lasker so characterized them.

Mr. Munsox. I saw that in the newspapers,

Mr. Beices. There really is—even in spite of the fact of the sales
prices of vessels as shown to-day—no market for ships, is there?

Mr. Muxsox, No: there is no market, and without some aid of this
kind, Mr, Brtogs, we are not going to have a good market for ships,

Mr. BeicGs. And you have got to have a trade revival, a commercial
revival, Jin order to utilize ships and put ships in the service anyway,
have you not?

Mr. Muxssox, That is right.

Mr. BricGs, The trade of the world has declined to such an extent
that that has been in a wery large measure onsible for the tre-
motnqdous disaster which has overtaken the shipping everywhere, is it
not ?

Mr, MuxsoN, Yes, sir.

MORE SHIPS TO BE TIED UP, NOT OPERATED, EVEN WITH SUBSIDY LEGIS-
LATION.

Likewise Mr. Raymond, president of the American Steamship
Owners' Associatien, testified:

(Page 975, bearings.)

Mr. BRIGGS. Doéou think if the Government turns over its fleet at
once, a8 you said, that it would require more vessels to be tied up than
are tied up mow, or deo you think it will mean apy advantage in releas-
ing some that are now tled up?

r. Raxmoxp. I think it probably mi

Mr. Briges. More of them being ti

Mr. Raymoxp. Yes; although 1 must say they are operating them
with a great deal of experience and judgment. They have taken off, to
my own knowledge, many, many that were Ell‘:groﬁtahle. and I
think that they have done exceptionally well, I th those of
$900,000 were for four bundred and odd ships, were they not?

Mr. Brigas. Something over 400 ships.

Mr. RAYMOND. wung losses there for 400 ships under exist-
ing conditions for M is as good as anyeme could expect,

r. Briegs. Are the private operators doing any better than that?

Mr. Raymoxp, I know some of us are not ng that much, because
m m‘t got the Public Treasury behind us, but we are losing money
Mr. Briges. Practically everybody is losing money in the shipping
game Tight now, are they not?

Mr, Ra¥ymonp, I could not say that. I don’t know. I know some are,

So I say subsidy promises nothing. It does not promise to
sell another ship, because men who are expected to buy those
ships tell yon they can not nse any more ships than they now
have; that even If you pass this bill they have got to wait
until trade revives, in order to put the American fleet back upon
the seas in full number.

Mr. Lasker testified before the Cemmittee on Appropria-
tions that with a slight upturn in ocean trade he could wipe out
the operating losses sustained by the Government ; not inclusive
of depreciation, or of interest, but wipe out the operating deficit
which the Government is paying to-day. All the advocates of
subsidy, the ship owners and operators themselves, who appeal
for the passage of this bill, tell you that even if the bill is
passed they, too, must wait for ocean trade to revive before
they ean make a success of shipping and put the fleet back
npon the sea,

The decline in ocean trade being the cause of the tremendous
depression in shipping, and responsible for existing conditions,
ocean trade must first be revived before the ships in larger
numbers can be operated. The return of ocean trade will re-
store the fleet to the sea without a subsidy, and why therefore
ghould the American people be taxed from £500,000,000 to $1,000,-
000,000 for a subsidy?

I say it is favorite procedure to ask ‘“What plan have you,
if you do not take subsidy?” 3

In the first place there is nothing in subsidy except an old
man of the sea upon the necks of the American people in the
form of the taxation which attaches to it; a taxation which has
been figured out by one of the witnesses at the hearings fo con-
stitute an indirect tax of 10 cents upon every bale of cotton
and a quarter of a cent upon every bushel of wheat in the
United States.

Well, this question, “What are you going to do?” was asked
of a very prominent official of this Government not long ago by
the Committee on Appropriations, when the urgent deficiency
bill of 1922 was under consideration, and when the subsidy
advocates had not come before Congress urging the passage of
a bill which they stated was one they had never dreamed of
before.

When the chairman of the Shipping Board (for it was Mr.
Lasker to whom the question was addressed by the Appropria-
tions Committee) was asked for the plan that he then had to
offer, what did he say? This, my colleagues, was his solution,
and it is probably the only plan which can now be submitted.
He said:

When the world shippl
them want to increase th
is sure to come.

t :;:esn tying more of them up.

gets buoyant the avarice of men will make
r fleet and will sell the ships, and that day

They talk about the Demoecratic side here and others who
oppose this bill on the Republican side leaning backward and
favoring continued temporary Government operation. Why, the
chairman of the Shipping Board himself suggested that as the
only remedy, the temporary continued operation of the ships
by the Government. He said, further:

“And the Government has got to keep the ships going, and put con-
fidence either in ourselves or some others, to keep them going as effi-
ciently as can be under the circumstances until such time arrives,”
until shipping gets buoyant again.

All through the hearings, time and again, the prominent ex-
ponents and advocates of a subsidy stated that they had to
wait until ocean trade revives. Asked when, in their opin-
ion, that would be, most of them said they thought within the
next two years, that there had never been such a depression be-
fore.

My colleagues, it is urged upon this Congress that this subsidy
means only $30,000,000 a year. Do not deceive yourselves with
any such thought as that. Do mnot think for an instant that
that is the limitation of cost. Why, the bill itself appropriates .
10 per cent of the cnstoms receipts, and 10 per cent of the esti-
mated returns according to the latest figures would indicate
over $40,000,000 a year. It further puts into the subsidy fund
the tonnage taxes doubled under this bill, which are now
$2.000,000, and which are increased to $4,000,000, making $44.-
000,000 in cash subsidies alone., Also provides for swelling the
subsidy fund further by paying into it any excess earnings paid
by shipowners, if there should ever be any such excess earn-
ings. Provision is also made for doubling subsidies:

STATEMENT OF MR. R, T. MERRILL, DIRECTOR OF BUREAU OF RESEARCH,
UNITED STATES SHIPPING BOAED,
(Page 4805, hearings.)

Mr. GrRepxE. We will preceed.

Mr, Braxnp. Mr. Merrill, in rd;our estimate of $32,000,000 direct aid,
to which you testified terday, have you taken into comsideration
the double aids allowed by the bill?
alo‘;; MergiLL. No, sir. That is estimated on the scheduled payments

Mr. Brasp. Have you any estimate showing the amount of increase
which would be occasioned by these double 87

Mr. MERRILL. I could give you the amount of direct aid by schedule
that any size, speed, and service will derive; and, of course, assum-
ing the full figure of 160 per cent, it would be twice that, =ir.

But this bill does more tham that. It permanently appro-
priates every dollar which gets into that subsidy fund. If
you spend only $30,000,000 one year, the accumulation is to stay
in that fund for other years, to be used in the future. It is a
growing fund, though out of it may only be spent $15,000,000
the first year and $30,000,000 the next year.

But that is not all. Your committee members, or some ef
them on our side, tried at the hearings to ascertain the value
of the so-called indirect aid, how much that would amount to.
Only in one respect could we get an estimate, and fhat estimate
was with reference to the 5 per cent tax rebate—that it would
amount to from $8,000,000 to $10,000,000 a year.

But they testified in that hearing that the indirect aids are
more valuable than the direct aids or cash subsidy. If the
direct aids under this bill will include between forty and fifty
million dollars, the indirect aids must be more than equivalent;
so, all told, they will amount to approximately £100,000,000 a
year. Chairman Lasker testified, “ Because of the great value it
places on the indirect aids, the Shipping Board figured a very
modest sum for direct aids.” |

If anybody reads this bill they will see that it bristles with
tax exemptions of varieus kinds. I notice one of the advocates
of the bill talked about the Shipping Board having power to
decrease subsidies. I want fo say that the subsidies can not be
decreased without the consent of the gentlemen who secure that
snbsidy during the life of the 10-year contract. The subsidy is
not going to be decreased by consent, my colleagues. It may be
increased, but it will not be decreased.

The CHAIRMAN, The time of the gentleman from Texas
has expired.

Mr. BANKHEAD. Mr. Chairman, I yield to the gentleman
from Texas 10 minutes more.

Mr. BRIGGS. I want to discuss another argument frequently
urged in support of this legislation, and that is that it means a
reduction in freight rates. Why, on the comtrary, it probably
will mean an increase in freight rates. There is not a sgcintilla
of regulation of ocean freight rates in this bill. It does put the
railroads into the business of operating steamships in the for-
eign trade; it does, for the first time, perhapg, in the history of
this country, allow the railroads to draw a subsidy for oversea
operations in foreign trade. Yes; it does that, but it provides
no regulation by anyone of the rates which may be charged in
that ocean trade.

Mr, BOX. Will the gentleman yield for a brief question?

Mr, BRIGGS. Yes; for a moment. ,




1922,

CONGRESSIONAL RECORD—HOUSE. 237

Mr. BOX. Do I understand that the railroad companies con-
nected with a steamship line will draw a subsidy?

Mr. BRIGGS. Certainly; draw it in the sense that under the
bill they are entitled to it if the Shipping Board will award it
to them,

Under the provisions of this bill the Shipping Board has un-
limited power of determining who shall and who shall not get
a subsidy. But under the power given, as specified in the
bill, there is nothing upon which a man could rely so as to
establish or protect a right to a subsidy in the courts of the
land. The opinion of the board absolutely and finally deter-
mines who has and who does not have the ability, experience,
character, and resources which would be reasonably calculated
to earry out the policies of the law.

The President in his message last Tuesday said that, under
the law of 1920, the failure to name a fixed interest rate for
use of the construction loan fund * leaves the grant of building
loans subject to any whim of favoritism.” If this criticism can
justly be lodged against merely the fixing of an interest rate
on a loan, how much more strongly would it apply to the un-
restrained power of granting or denying subsidies which is
vested in the board by this bill, a power not subject to
review in any court, and yet one which can make or destroy
not only the steamship operator but ports throughout the
United States.

Mr. Merrill, of the Shipping Board, also testified (p. 492,
hearings) :

Mr. MaerriLL. The paper which I prepared yesterday showed, or
was intended to show, the need for ald to American ships. It was
not intended to claim, and I think does nof, that all of those shiﬁs
wonld get the full amount of ald. It was conceded that some might
get none. How long and to what extent that aid would be needed
we can not say, It is obviously needed in much the greater part
of the ships to-day; but it might be—and this iz the reason I can't

ive yon a direct yes or no answer, much as I would like to, Mr.
RIGGS—Iit might be that these indirect aide may in time give emough
aid—possibly within one or two years after direct aid—to place the
ghips on a self-supgorting basis.

Mr. Barcgs. 1 understand that. I understand there is a possibility
that some of the lines—a great many of them, all of them—might
suceeed without any snbsidy at all. I understand that. I do not
understand, however, that we are just dealing here in the realm of

ssibility. 1 thought the whole thing was presented here on the

iasis of probabilities; and that is your argument here, that without
these cash subsidies and other indirect aids the merchant marine
can not live. I thought that was the whole gist of your argument
yesterﬂaiv.

Mr. MerrILL, Yes; largely.

Mr. Briges. Well, that is what I thought. 1 am not asking for
anything but frank statements. Now, if you leave out some of
American operators and’give aid to ofhers, the chances are that those
who do not get it will not succeed, and those who do will. 1Is that
the argument? 1Is that correct?

Mr. Mgerminn, If the board

Mr. Brigas. Just answer yes or no.

Mr. MERRILL. 1 can't answer that yes or mo, If the board should
give ald arbitrarily—refuse to give aid to a company otherwise en-
titled to it—it would have that efl possibly.

Mr. BriGgs. Yes; while the other line would go ahead and succeed?

Mr. MERRILL. Yes, sir.

Mr. SCHLESINGER. Hasn't the Bhipping Board to-day got more power
to put a company out of business by putting in competition or a
fleet of its own boats?

Mr. Brices. I am not saying that the Shipping Board to-day is mot
given a great deal of power. It is; but I think the witness here on
the stand yesterday stated that this bill vests the Shipping Board
with very much more power.

Mr. BeHLESINGER, I think it does.

Would it be said that with the great capital which the rail-
_roads possess they did not have the resources? Would it be
said that the experience in inland transportation that they
have acquired would not favor them when they applied for a
subsidy? Would it be said that they would not have the ability?

My friends, this bill, in my opinion, means precisely this: It
means the drifting of the finest fleet in the world to-day into
the hands of a special few, a great syndicate or a group organ-
ized to take over that American fleet and be paid $500,000,000
to $1,000,000,000 to continue the operation, without any promise
of continuance until trade conditions improve. But control of
the Government fleet will carry with it the power to increase
ocean rates. And does anyone imagine that power will not be
utilized? The experience during and for a year and a half
after the war closed was an era of fabulously high ocean freight
rates, when ships in some instances were practically made to
pay for themselves in a single voyage. Rates in some instances
advanced over 1,250 per cent over pre-war rates. Of course,
the demand for tonnage was almost unprecedented; but the
people were made to pay all that the traffic would bear.

And yet without any regulation of ocean freight rates what-
ever, subsidy advocates would have the public innocently be-
lieve that those who acquire control of the Government's fleet
will be interested chiefly in reducing ocean rates, and, appar-
ently—from comparisons made with Government aid for high-
ways and other great public works, which are free to all—not

charging anything whatever for carriage of commodities on the
?ig:nseas. The absurdity of such argument will be apparent
o all,

The control by the Government of its great fleet has had at
least some restraining influence in fixing of rates, and the in-
stance cited by the gemtleman from Pennsylvania [Mr. Ep-
MoNDS] of how promptly an advance in ocean rates on coal was
checked by the Shipping Board calling into service additional
vessels of its own was not only illustrative of the value of an
American merchant marine, but especially suggested the thought
whether if a private monopoly had then controlled our shipping
such reductions would have been made.

The hearings disclosed that ocean freight rates are fixed by
agreement between American and foreign lines and are arrived
at in so-called conferences.

Mr. HARDY of Texas. WIll the gentleman yield?

Mr. BRIGGS. I will

Mr. HARDY of Texas. Would not the railroad owning a
steamship line give that proportion of rates so that no railroad
owning a steamship line would ever earn over 10 per cent?

Mr, BRIGGS. That may be. The railroads now are given
favored legislation so they may make certain net earnings. The
limit under the transportation act purports to be 6 per cent.
There is no limit, however, fixed in this bill. No limit fixed at
even 10 per cent; but if more than 10 per cent is earned in any
one year, one-half of the overplus in such year must be returned
in restoration of the subsidy paid during that year. Otherwise
the railroads or other steamship organizations may earn all
they can, whether 50 or 100 per cent, and after deduction of the

subsidy for such year the rest would go info the coffers of the °

company, for which they would make no accounting whatever.

This bill is certainly not a beneficent measure for the Ameri-
can people. I say it is fraught with the greatest danger to the
American people and imposes great tax burdens upon them.

It has not been shown that this subsidy legislation will restore
America’s idle tonnage to the seas nor enable the Government
to sell its fleet at even present world market prices and retire
from shipping operations.

You will,still have to depend on a revival of foreign trade.
I am sustained in that by the chairman of the Shipping Board
himself when he appeared before the Committee on Appropria-
tions in 1021 and never breathed a word of subsidy. He said
we would have to wait until shipping gets buoyant and the
avarice of men will make them want these ships and restore
them to the seas; that such time is sure to come; and until
that time the Government necessarily must continue the opera-
tion of the fleet.

Mr. McDUFFIE. Will the gentleman yield?

Mr. BRIGGS." Yes.

Mr. McDUFFIE. I have listened with great interest to
what the gentleman is saying, and I want to ask him to discuss
what effect the bill will have upon the smaller ports.

Mr. BRIGGS. It will result, in my opinion, in the aequisi-
tion of this great Government-owned fleet by a great subsidized
syndicate, a steamship combination, which the president of the
American Steamship Owners' Association testified can be
organized to take it over, or its acquisition by the railroads,
or perhaps by both, and it will result in confining the opera-
tions of that fleet to a few =selected perts of the United States
of greatest influence, while lines of American steamers which
other ports seek to establish will not have strength or resources
suflicient to compete with such combination of capital and
probably be denied the subsidy given the stronger organiza-
tion. The result would be the smaller American lines would
langnish and die, and the effect upon the less-favored ports
would be disastrous. Yon will find testimony in the hearings
that such would be the result.

Section 5 of the Jones Act is amended by this bill. It is
amended chiefly by taking out of it the provision inserted
there by Congress that this fleet should not be practically
given away; that it is too valuable an asset; that it should
be advertised for sale and that competitive bids should be
invited ; but that it should be sold as soon as possible to pri-
vate owners. It was provided that the Government should not
stand in the attitude of a person who was forced to sell; that
it should not go under the hammer at whatever price it might
bring and be sacrificed for a song. Everybody who testified
at the hearings, those who advocated the passage of this bill
and those who were againkt it, unanimously stated, as did the
officials of the Shipping Board, that you could searcely give
away a ship to-day; that you could not sell the fleet. Yet at
the hearings everybody who favored the bill wanted the ships
sold as soon. as possible, after having admitted that nobody
wanted to buy them; -also advocating, in the same breath,
the removal of the restrictions against absolutely sacrificing
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the ships that exist now in the shipping law, and urging that
they should be sold at all hazards and, I assume, to any buyer
who would pay anything at all for them. >
Mr. Lasker testified that Mr. Teagle, the president of the
Standard Oil Co., said that he would not pay $40 apiece—not
' $40 a ton—for Government tankers, for that he had all that
he needed now; and one of the gentlemen representing the
tanker service at the hearings, introduced as speaking for them
all, said that if they could buy them cheap enough they might
tie them up for awhile in the hope of being able to use them a
little later.
The CHAIRMAN, The time of the gentleman from Texas has
fagain expired.
Mr. BANKHEAD. Mr. Chairman, I yield to the gentleman
from Texas five minutes more.
Mr. BRIGGS. Mr. Chairman, Mr. Lasker himself offered a
solution for the present situation, and it was the only solution
that anyone offered at the hearings except to press down for
the passage of the subsidy bill. His solution was that the
gships be retained until shipping becomes buoyant, and that
that time is sure to come. It is estimated by those best able to
know, men like Mr. Munson and Mr, Marvin and Mr. Raymond,
that this would occur in two years to a substantial degree, and
Mr, Lasker testified that it would require only a slight upturn
in rates to eliminate the losses which are being sustained.
Mr. RAKER. Mr. Chairman, will the gentleman yield?
Mr. BRIGGS. I have only five minutes, and I am sorry I
can not yield. -
Substantially the same view is expressed by Mr. Farrell, the
* gentleman selected for chairman of the Shipping Board by the
President before Mr. Lasker was tendered and accepted the
appointment. Mr, Farrell, it should be borne in mind, has not
been advocating these subsidies, although the ships of his cor-
poration would enjoy the benefit of the subsidy. There are 38
ships of over 200,000 tons of that corporation which it was ad-
mitted by Chairman Lasker are included in the subsidies under
this bill; also that 182 ships of the Standard Oil fieet, repre-
senting a tonnage of 1,200,000 tons, would receive subsidies.
One hundred thousand tons of the Fruit Trust fleet would also
obtain subsidies under this bill; all of these great fleets being
now more than self-sustaining, if the reported accumulation of
surplus and issuance of huge stock and cash dividends are to
be credited,
The condition of shipping on the seas is a problem that con-
fronts not only the United States but the other nations of the
world to-day. Until ocean trade revives, you can not operate
ships profitably.
We hear much talk about delivery wagons. One of the wit-
nesses testified that he would not drive his wagons from his
farm to town just for fun. If you pay large enough subsidies
under the bill you may operate empty ships, if you want to, as
France was accustomed once to do under her subsidy laws,
Who would ever find justification, however, for any such
action as that? Who would find support from the American
people for running empty freight trains over this continent,
which could be done, if you subsidized the railroads heavily
enough, simply to see the trains run by?
The American people to-day are feeling the pressure of the
transportation act. They are feeling the pressure of the tre-
mendously high railroad rates, but even those are assumed to
be limited to a 6 per cent return upon the money invested, as
recognized by the Interstate Commerce Commission upon a
valuation fixed by that body. This bill, however, fixes a mini-
mum, not a maximum, of 10 per cent upon the whole invest-
ment, It allows owners to make that much money and then
one-half of the surplus over and above that after paying back
one year's subsidy, which they may earn during that year.
Under this legislation a depreciation allowance will be made
to fleets like the Standard Oil, the United States Steel, and
the United Fruit Company fleets, as well as to all other pri-
vately owned fleets, and it will enable them to write down the
war costs of their fleets without regard to profits they have
made during such period—profits the greatest in the history of
the world, when the dividends declared were enormous, as
shown in the minority report on this bill. The Standard Oil
has lately declared stock dividends as high as 400 per cent and
its subsidiary companies similar dividends of 200 and 300 per
cent. Such vast profits enable them to write down deprecia-
. tion. It enables them to bring the Bhips down to the present
market value; and the testimony reflected that if custom had
been followed and the revenue law had permitted, accepted
practice would have been for them to have completely written
off the capital cost of the ships by reason of the huge profits
they had made through operation of them,

It must therefore be apparent to all who study this question
that the proposed subsidy legislation constitutes no remedy at

all tpr relief from existing conditions in the American merchant
marine to-day; that it does not give any promise of restoring
to the seas the American ships which are now laid up; that it
does not give any assurance of selling the Government fleet af
any better price than can now be obtained; it does not relieve
the Government of any losses, but proposes to exchange the
probability of elimination of all operating deficit within the
next two years for a committal of the Government to the pay-
ment of huge subsidies aggregating, over a period of 10 years,
$750,000,000 to $1,000,000,000; but the subsidy program does not
end in 10 years, for, under the bill, it will continue after that
time until it should be repealed—if ever that could be effected
g?er tthe opposition of those who are the direct recipients of its
ounty,

It is contemplated that the Shipping Board will continue to
operate for a period of from three to five years, anyway, and
will also continue as a bureau, with a large administrative staff
(l:’tt;employees with resultant expense during the life of the legis-
ation,

The probabilities are that, under the bill, immense shipping
monopolies will be created and be the real beneficiaries of its
lavish gifts.

If it should be passed, it will involve far more danger and
harm to American commerce and the American people than it
will good, and it will constitute a tax burden of the greatest
magnitude, '

I repeat that it is not subsidies which are needed but revival .
in ocean trade and increase in foreign commerce to put our idle
ships back upon the seas.

Subsidies, whether granted to great shipping combinations
or railway mergers, will avail nothing unless and until trade
revives. And when trade revives, the operating deficits which
are now being sustained will be wiped out, and subsidies would
constitute only exitra and unnecessary burdens upon the Amer-
ican people.

The CHAIRMAN. The time of the gentleman from Texas
has again expired.

Mr, BRIGGS. Mr, Chairman, I ask unanimous cohsent to ex-
tend my remarks in the Recorp.

The CHAIRMAN, Is there objection?

There was no objection.

Mr. BRIGGS. I want to refer to and present some of the
testimony developed at the hearings which bears upon various
phases and supplies much illuminating information regarding
the pending legislation. :

THE GOVERNMENT FLEET AND WHAT IT HAS MEANT,

In referring to the accomplishment of the United States in
building the great fleet within such a remarkably short space
of time Chairman Lasker asks:

How did we accomplish this miracle of production? (Washington
Post, June @, 1922,) .

He also stated:

HIGH TIDE OF OPERATION,

At the height of its operations, October, 1920, the Shipping Board
had 1,217 steel ships plﬂlng between our shores and those of foreign
markets. With the decline which has come in world trade we are
now (May 15) operating 447 steel ships, of a total of 3,675,614 dead-
weight toms, and have 983 steel ships, of a total of 6,478,316 tons,

u

tied up.
Immediately after the close of the war, had we not possessed the
Government fleet, there is no doubt that frelghts would have soared

even higher than they did; and to-day, were America's Government-
owned tonnage withdrawn from the seas, our traders would pay in-
creased tolls to foreign owners. So we must remember that while the
operation of the fleet is costing us milllons, it is saving us millions In
freights and insuring us continuous relations with onr customers,

But I aver that under the Harding administration the Shipping
Doard’'s operation has become comparable to the best operations of
privately owned ships. (Washington Post, June 7, 1922.)

Chairman Lasker also testified (p. 9, hearings) :

When the World War was over there was a great scramble on the part
of all the maritime nations to use their own tonnage for their own penace-
time needs. Had America not possessed the tonnage she built during the
war, in the two years of prosperity that followed the war we would have
lost largely of markets that were ours, much as their need would have
been for our wares, because there would not have been tonnage available
to carry our goods. Those who needed them would have sent us their
ships to the extent that they needed goods, but even then many would
not have had enough ships to carry that which they alone needed, and
others would not have furnished us their surplus ships for our trade
aggrandizement at their own expense.

he vast sums we saved to ourselves in freights alone, which through
faul overnmental bookkeeping was converted to construction charges,
woul ave shown during that period that handsome freight returns
jnured to the Public Treasury. rivate oFeratIou at that time would
have been impossible ; there had been but little overseas carriage under
the Amerlean flag by private owners before the war, and private capital
therefore would not have been avallable at the war's conclusion
quickly enough to operate successfully the Government-owned ships,
even had the Government sold those ships at fair prices to private
owners. So that in order that the war-built fleet might immediately
come into America’s peace-time needs the Government was foreed into
operation, an operation that from that time to this, through the lack
o? private facilities, has been the greatest insurance we have to our
future overseas prosperity, which involves our entire national prosperity.
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FOREIGN TRADE CARRIED IN AMERICAN VESSELS,

Chairman Lasker testified at the hearings that—

For the year 1021 America carried under her own flag Gl per eent of
her total foreign trade. (Page 8, hearings.)

Mr. Merrill, Director of the Shipping' Board Bureau of Re-
search, testified:

Measured In qnantity, we are at present uu'mng the major t

in Ameriean tank ships, and our Great Lakes traffic. Eliminating these
movements, the United States is carrying on&y about 36 per cent of
its foreign commerce in American bottoms. Since tank steamers can
not be used to carry any other cargo, it follows that in order
to protect omr trade all eommodities except bulk oil we ought to
have a merchant marine sufficient to earry at least 50 per cent of our
dry cargo as well as 50 per cent or more of our tanker shipments,

Export statistics compiled by the United States Shipping
Board, showing the extent of the movement of the commerce
of the United States

commerce in American ships, but this figure is attained 5 in American bottoms, is herewith
:ﬁﬁuﬁyf‘i;ﬁﬁumg our huge trafiic in mineral oil, most of which moves | given (page 1747, part 27, hearings) :
Water-borne foreign commerce of the Uhited States, 1021, by customs districis.
{In cargo tons of 2,240 pounds.|
Imports. Exparts. Total commerce,
American. Foreign. American. Foreign. American., Foreign.
Total. Total. Total.
Per Per Per Per Per
Tons. |.ome. | ToDS. |.ent. Tons. |ane | Toms. [.ons Tons. | .ont Tons. |oont
All cargoes:
North Atlantic district...[10,718,017 | 62| 6,580,807 | 88 17,272,624 | 7,117,262 | 32 14,912,272 | 68 22,029,534 (17,830,279 | 45 (21 471,878 | 55 39,302,158
. 612,92 | 74| 216,054 26| 820,876 | 608,414 | 43| 7066 5T | 1,405,025 | 1,221,335 | 55| 1,013,565 45| 2,234 001
§3 11,758, 831 | 17 (10,228,676 | 4,125,278 | 32| 8,745,368 | 63 [12,870,645 (12,505,123 | 55 (10,504,199 | 45 (23)009)322
49| 702084 [ 51| 1,388/128 | 170690756 | 44 | 20549, 116 | 36 | 4,529,872 | 2,666,500 | 45 3,251,200 | 55| 5,918,000
§7| 420,823 | 13 | 3,336,917 | 4,607,610 | 62 3 38 | 7,604,420 | 7,613,704 | 70 | 3397533 | 30 |10, 941,337
68 | 9,237, 476 31 {20,719, 304 (13,831, 710 34 127,003, 367 66 |40, 835,077 (34,313,538 49 130,240, 543 51 (70, 554,381
70| 0,658,299 | 29 (33,036,221 [18,529,320 | 38 [29,010,177 | G2 48,430,407 41,097,242 | 51 (30,568,476 | 40 [81, 495,718
42 435 | 580,150,462 | 6,464,072 | 31 14,185,461 | 60 20,650,533 /10,301,000 | 35 |19,517,896 | 65 995
58 a’fﬁjm 2 ’33.':’, &m Q 7&513 5 3%,3&5,_135 765, am'm, H”i',%il&s
40| 873,146 | &1 (1,722,110 | 3,031,118 | 33 | 6,175,922 | 67 | 6,207,040 | 3,850,082 | 35 | 7,049,008 | 65 {10,920, 150
Pacific district 44| 632,155 | 56 )1,12%,056 | 1,873,174 | 37| 2,300,531 3,082,705 | 1,869,975 | 29 | 2,941,683 | 6L | 4,811 661
Great Lakes district 87| 420,823 | 13 |3,335,917 | 4,607,610 | 62| 2852 38 | 7,560,412 | 7,613,708 [ 70 | 3283 230 |10, 897,
Total, excluding Great
weceemnemeeeenseee| 5384085 | 44| 6,074,488 | 56 (12,358,551 11,133,989 | 33 (23,421,427 | 67 |34,855,413 (16,818,081 | 36 (30,905,913 | 64 [47,213, 054
Total.......ccoe.--..] 8,300,159 | 53 | 7,305,300 | 47 |15,005,458 (16,131,506 | 38 26,284,220 ¢ 62 |42, 415,825 |24, 431,755 | 42 [33,670,538 | 58 [58, 111,203
85| Lm7,172 | 15|87113,182 | 53,100 | 45| 7Tesn| 52 1,3m000 | 750180 | 0105508 | 209 48516
% | "0 | 1 s'&.ﬁ',saa | 6 08| o] o | Tital| ® | ’g‘ﬁ,m
90 | 885,085 | 10| 8,505, 1,094,160 | 30 | 2,560,445 | 70 | 3,663,606 | 8,715,041 | 72 3,455,131 | 28 [12,170172
Pacific district 190,243 | 73| 69,92 250,172 | 607, 72| "29,585 | 28| "s47,167 | 796,825 | 72| 309,514 | 28| 1.106.339
Great Lakes district: . |ooos . concodlianioafianannainns dndveafs Enisasyzoilrnnsninanyalyatnae 44,008 | 100 44,008 |........o.)e. PP . - X 100 4, 008
Total, excluding Great
LAKES..ovnerereneneenn 15,007,783 | 67| 2,262,000 | 13 (17,360,768 | 2,307,724 | 40 | 3,381,040 | 00 | 5,970,064 17,405,457 | 75| 5,544,900 | 25 23,340,417
TARRY 3o pt LA o 15,007,763 | 87 | 2,262,990 |« 13 17,360,753 | 2,807,724 | 40 | 3,625,048 | 80 | 6,023,672 [17,485,487 | 75 | 5,888,988 st,ss;,m
(Page 1748, part 27, hearings.) Cotton exparts from Gulf ports—Continued.
Cotton evports from Gulf ports. [In tons of 2,240 pounds.]
[In tons ef 2,240 pounds.] BECAPITULATION—continued.
RECAPITULATION. .
Shipping Board.| Foreign. £ Alnia;
P Total
Shipping Board.|  Foreign. d“-é:u Amad- k. o,
Port. tons. * 5 % Tons. c.l;ter Tons. l::f Tons. J;:,_
ar er er
Tons. | ..n¢ | Tons. enit. Tcm: il
March, 1922:
Mobile. ..........} 14,572 300 |.
g“ """ 195'533 %’g
va & o
Total.. ........| 205,453 | 140,707 | 47.62 | 154,745

The variance between these statistics and those supplied by
the Bureau of Foreign and Domestic Comnmerce (pp. 1031 and
1041, hearings) is apparently due to the fact that the latter
are based upon values and the former upon tonnage.

This is indicated by the testimony of Mr. Marvin, page 1022,
hearings,

VOYAGE AND OTHER OPERATING LOSSES AND IMPROVEMENTS.

In January last Mr, Lasker also testified before the Appro-
priations Committee as follows: :

The prepared statement I submitted yesterday showed that we are
now losing about’ $4,000,000 per mouth. We feel that we bave gotten
that loss down to about the minimum te maintain the trade routes
necessary, to pay the expenses of tie-ups which have to be paid if
the ghips are not running, to pay the expenses of DECESSArY re-
pairs which must be made on the ships, and to pay the administrative
expenses necessary to um:ntla; » properties of the corporation
and the expenses of litigation. You will notice that of the §4,000,000
we are losing month less than $§1.000,000 is an account voyage
loss. The rest of it is made up of the expenses that I have just
enumerated, and that loss wounld remain whether we were operating
the ships or not. If we counld get the claims out eof the we
might bring our overhead expense down ; I do not know how much, but
by possibly one-half. (Page 909, hearings * Independent offices ap-
propriation bill, 1923.")

The following record of operating expenses, chiefly furnished
by the Shipping Board at the hearings, shows that while the
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number of ships operated was substantially reduced—in fact,
about one-half within a period of 12 months—yet the voyage
losses with reference to the present reduced number which
have been operated for several months show a gratifying
improvement. Mr. Lasker testified :

We only completed 105 voyages in February and we completed 108
voyages in January, although we had approximately the same number
of ships out, and you only enter up in shipping your figures as the
voyages are completed. (Hearings, p. 50.)

This same witness gave a very full statement of the operat-
ing losses, which testimony is as follows:

(Hearings, page 228.)

Mr. LAskER. I will cover some ground covered yesterday.

The actual excess of expenses of voyages, just on the ships, and for
managing agents, over income was in July $1,806,644.10.

In August—I am taking our fiscal year; the board's fiscal year—
$1,858,297.80 ; September, $1,238,102.538 ; October, $765,323.43; Novem-
ber, 8654,555.31; December, $1,249,081.61; January, $934,937.42; Feb-
ruary, $527,879.30.

Mr. Davis. That is what I was referring to.
age loss?

Mr. Lasgen. T eall that the voyage loss, yes, sir; not the operating.
Now, that voyage loss will now in February we came to the low
peak ; then it goes up, because we haven't the eargo until fall, when the
grain and the crops start moving.

Now, then, we have our repairs, which are constant, so long as we
operate. In July the repairs were $1,467,376.82 ; August, $1,776,430.82;
September, $1.114,621.02: October, $779,644.03; November, $1,306,-
g%agﬁl Ii December, $784,007.57; January, $950,000; February, $1.-

,000.

Insurance expenses, which is constant, as constant as the voyage ex-
pense—understand, as long as you have voyages you will have voyage
repairs ; as long as you have voyages you will have insurance.

The insurance expense for July was $578,904. 82 ; August, $604,191.30 ;
September, $546,668.70; October, $688,244.51 ; November, $617,754.63:
December, $641,998.65; January, $416,359.04; February, $320,355.53.

Expenses during lay-off. That expense, of course, would increase
if we did not operate and did not sell, but as long as we only operate
but this amount of ships we will have this,

The lay-off expense for July was $808.563.82: August, $877.621.71;
September, $617,794.63; October, $685,690.81; November, $305.081.62;
December, $605,532.00 ; January, $466,170.83 ; February, $413,076.60,

All of those expenses remain whbether we liguidate the past or not
as long as we operate up to this point. Those expenses are the actual
expenses in connection with the tle—uﬁ and the physical operation of the
fleet. Insurance and repairs are physical operation as much as the
payment of the seamen who constitute the crews.

e then come to the next and last item and the only item that would
be affected by the liguidation of the past—of the war—and that is the
item of administrative expense.

Mr. Davis. That is what I was inquiring about.

Mr. LASKER. Sir?

Mr. Davis. That Is what I was inquiring about.

Mr. LASKER. Yes: now we come to the item you were inquiring about,
as to how far It would affect the general expenses.

Mr. HArpY. What did youn say was the ftem affected hy the sale of
the ships, the operation? =

Mr. LASKER. dﬁdn’t sayl e aﬂ;cttﬁd Btgi the sale of the ships.” I

id “affected by the operation o e ps.”
DﬁMr. HARDY, lystarted to put down “The only item affected by the

le,”
qu. LAiskEr. These were the only items that would be affected if
the ships were tied up. Let me put It ponitivelx—umt is nep.tlve]{.
Those are the only items affected by operation. As long as we operate
those items would be constant—that is, they would fluctuate according
to business—according to how business was—but we would have to
make provision for them.

Now? we come to the only item that is affected by the liquidation of
the past: but only in this are the items in connection with the liquida-
tion of disputes and operation. I did not yesterday give you our over-
head expense in connection with material sales and ship sales and the
Shipping Board itself, becanse that properly we did not put into our
operating administrative expense; so when you take the figures I am
going to give you you can not deduct those of ship sales, for instance,
from material sales. Tt would not affect that overhead, because we
keep it in another account. In this account we keep only ships' opera-
tions and some elaims. Many of the claims are in the construction
department and would not be affected here, because nothing of con-
struetion overhead Is in here; so very little of this administrative ex-

nse would be affected. You see, we have already taken the adminis-

tive expense, broken it down and Separated it, and this is what
remains,

pr) %perﬁﬁn
(p. 50, hearings). 5

plu July thes:dmlnlstraﬂve expenses were $1,182,423.56.

As I only came into office in June, that is the administrative ex-
pense that we inherited from the prior board.

In August the administrative expenses were £1,270,349.18; Septem-
ber, $1,159,008.38; October, $099,066.51; November, §999,629.07; De-
cember, $906,315.39; January, $677,981.85; February, $778,147.98.

These are the figures that constitute the $50,000,000. As long as
we keep operating, these figures would be largely the same, less the
loss that would be saved from salling routes that would be operated
by others. We wouldn’t have the repairs on those ships any more,
we wonldn't have the insurance, but the administrative expenses would
be largely the same,

Mr. DAvis. What was the total cost in February?

Mr. Laskgr. The cost in February, I am proud to state—Iif you will
permit another boast; you know, it is about the only dividend we

—to eall attention to the very good work we are doing, the cost was

3,089,469.41.

However, I would say that you should not think later we are getting
incompetent when the loss goes Itlg in April, May, and June. It has
to go up, because we can not get the cargoes. This is the low point.

You call that the voy-

“Joss for the month of January of $3,445,449.14"

Operating expenses, including losses for March, 1922,
Total operating losse - §3, 704, 105

Including—
Voyage loss U138, 720
Repairs 1, 313, 298
Insurance - _____ 491, b5
Expenses during lay-up (of v 1s) 381, 038
Adminiatrative expenses. oo e 687, 631

Voyage losses in March exceeded those in February, which amounted
to $527,000, but the expenses during lay-up of sh{ wera less, and
the administrative expenses for March were $90,000 less than for Keb-
ruary. (Hearings, testimony of Mr. Lissner, pp. 983 to 985.)

The New York Tribune of June 23, 1922, publishes a state-
ment of the net loss the Shipping Board incurred in operation
of the 400 vessels in service:

) April.
Net operating loss $2, 977, 246. T2
Net voyage loss_ = A $66T, 761, 61
Total number of voyages_ .o i 185
May

Net operating loss_
Net voyage loss__ i S L P
Total number of voyages_.____

This improvement is due partly to the increase In passenger revenues,
which for the month of May showed an excess of income over ontlay
(excluding overhead, repairs, and insurance) of $217,369,13. This is
one improvement of $152,515.88 over the preceding month,

Excess of income over outlay for tanker voyages in May was $267,-
545.41, or an improvement of $124,818.14 over the preceding month,

[From the New York Journal of Commerce, July 24, 1922, p. 20.]

This paper reports that for the first time—evidently referring to the
period since the new Shipping Board was appointed, and not with refer-
ence to the period immediately subsequent to the armistice, when
enormons net profits were made by the Shipping Board and even

reater ones by American private owners—the Shipping Board sghows

at during the month of June, 1922, there was an excess [rom voyage
ogerations of $204,581.75, as against a deficit for the month of May,
1922, of $376,445.84,

The Shipping Board, however, sustained a loss on operations during
June, 1922, of $2,600,486: that is, the expense of operation exceeded
receipts by the sum named.

$2, 660, 486. 81
$876, 445, 84
205

Lay-up expenses amounted to $365, 572. 61
Insurance premiums.____ 418, 873. 40
Salaries and wages = 471, 396. 80
General expense: 282, 523, 51

______ 1,461, 016,71

This item of repairs, however, inclpdes, apparently, repairs upon ves-
sels laid up, which were put into commission to meet the demand for
tonnage for transportation of coal.
amounted to approximately $500,000.
IMPORTANCE OF VOLUME OF TRAFFIC.

Mr. Lasker., We hoped to get the contract for the Army transport,
which should give a great volume of business, and its volume that our
ships need as much as anything else to bring down these costs. Per-
sonally, I think the greatest difference between ourselves and Great
Britain is volume. (Page 59, Hearings.)

MERCHANT MARINE OF ALL COUNTRIES NOW LOSE MOXNEY.

Chairman Lasker also testified before the Appropriations
Committee last January as follows:

(Page 865, hearings, * Independent offices appropriation bill, 1923.")

Mr. Woon, There {s another thing that is striking. You are operat-
ing now at a loss. You have reduced it from some $6,000,000 a month
down to $4,000,000 a month.

Mr. LASKER, Yes, sir,

Mr., Woon. In a word, what is causing a loss now of $4,000,000 a
month to the Shipping Board in its operating end ?

Mr. LASKER. Bgrat. let ns take the last two months, October and
November ; we are paying out actually more money on voyage account
than we are taking in; that is, freights received are less than cash
exggnded in physical operation of ships alone.

r. Woop. I understand that, Are the corporations that are operat-
ing private llnes operating at a loss now?

i[r, LASKER, I would say, by and large, yes; the world throughout.
YVery few are making money.

Losses being sustained by American and foreign lines in last
year or 15 months: ;

_Repairs —

The repairs on such vessels

(Page 856, hearings.)

Mr. Briges. You mentioned the operation of vessels a few minutes
ago by foreign lines as well as American llnes, and I think you stated
they had all been losing money?

Mr. Love. Roughly, I think they have all been losing money.

Mr, Brics. And that has been going on for the last year or so?

Mr. Love. The last year or 15 months, .

(Page 1023, hearings.)

AMr. Brigas. In fact, there is hardly anybody making any money in
the shipping business at the present time. [Is not that true?

Mr, Marvis. That is true generally of the whole world.

On the question of improvement in the operation of vessels,
Mr, Lasker testified as follows:

(Page 52, part 1, hearings.)

Mr. Buigss. Your Ildea, then, Mr. Lasker, is that there has been but
little or no improvement in the situation so far as the operating end
ia concerned?

Mr, LASKER, Yes; there has been great improvement—tremendous,
overwhelming improvement, Yes; there has been tremendous improve-
ment, I think we have surprised the whole shipping world in every
quarter of the globe,

Mr. BrigGs. I mean In the actual operation—everybody, with the
crews and personnel and condition of 'the fleet.
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Mr. LAsgER. Well, in some cases we are still giving a r ogern.uon.
and there I think it-is done on purpese. 1 ean not believe that it is
an accident. It is some of those who are under contract and can mot
get out of it, you see. But, by and large, they are really getting a
vastly improved operation, and the proof of that reflects itself in our
Insurance claims, reflects itself in the greater percentage of trade we
are carrying, reflects itself in the greater percentage of our ships that
are to-day sailing more pmm&ﬂy on the advertised salling dates than
apy ships in the world, and t is what makes for confidence,

glr. RIGGS. I recollect some testimony you recently egave. I think
before the Aip ropriations Committee, in which you stated it would re-
guire very little upturn in rates, I think, to put the Bhipping -Board
on a basis where it would pay for the operation of the fleet, - I under-
stand you drew some distinctions at that time that it would not be
an investment proposition: it would not be a paying proposition in
that sense, but it would pay for the cost of operation.

Mr, LASKER. Yes, sir,

II. ..

OCEAN TRADE REVIVAL EXPECTED WITHIN TWO YEARS.

If, therefore, ocean trade improves—and several advocates of
the American Steamship Owners’ Association, suen as Mr. Mar-
vin, vice president and general manager, and Mr. Munson, of the
Munson Lines, and others, testified that there were signs of slight
improvement and that they thought that some time within two
years an ocean trade revival might be expected—the operating
losses of the Shipping Board, as well as the operating losses of
private owners, can be terminated. It must be remembered that
practically all the witnesses who testified at the hearings agreed
with Chairman Lasker that the worst depression in ocean trade
which the world has ever known is now being experienced, and
it is not known how conditions could become any worse. (See
tesiimony Chairman Lasker, p. 11.)

On the question of improvement in trade conditions, Mr, Mun-
son testified as follows:

(Page 1145, part 20, hearings.)

Mr. BANKHEAD, Well, don’t you think the whole economic situation

Justifies the belief that shipplng conditions are going to steadily im-

prove—possibly slowly but steadily from now on?
Mr. MounsoN. I believe they will,

Mr. Marvin also testified :

(Page 1028, part 19, hearings.)

Mr. Bricgs. What I am asking you now is how soon can you expect
a trade revival to normal conditions?

Mr. MarviN, My own opinion is it will require two years under the
most favorable conditions; but we should approxima 1 mean get
clos2 to more normal condltions in world trade.

EFFECT OF BILL ON PRICES FOR FLEET.

It is urged that the passage of the subsidy bill will enable the
Government to sell its fleet, sell it soon, and sell it at an increase
in price of several hundred million dollars.

The evidence does not justify any such assertion or conclu-
sion. In fact the testimony did not indicate anything more than
a hope that an increased price might be obtained, but it un-
questionably discloses that there was no one in the market
practically to buy tonnage, even if the subsidy bill be passed,
unless a shipping financial syndicate should be organized (which
Mr. Raymond, president of the American Steamship Owners'
Association thought possible) and take over the fleet.

In fact, Mr. Raymond did not seem to feel that the passage of
the bill would mean the operation of any additional number of
American-owned vessels, for he stated that he thought even
more would have to be tied up than are tied up now. (P. 975,
hearings.)

Mr. Thompson, president of the Texas Steamship Co., indi-
cated that if the subsidy bill were passed and tankers could be
bought at the extremely low price at which they can now be
obtained that his company might buy some and hold them until
trade conditions improved; but he did not indicate whether
he meant to buy them at the price of $40 apiece, which
Mr. Teagle, president of the Standard Oil Co., is reported to
have told Chairman Lasker that he would not offer for a
Government tanker at the present time, or whether he ex-
pected to get the tankers for even less.

Mr. LAskir. Well, I will answer that this way : There were peculiap
reasons, for instance, with the Standard Oil Co. The president of
the Standard Oil Co. told me that if we offered them tankers for $40
aplece he wouldn't buy them to-day. He couldn’t use any more. Yon
have to take one relationship with another, (Hearings, p. 230.)

The probabilities are that, so far as the passage of this bill
bringing about an increased price for the Government fleet, it
is calculated to have the opposite result, for it removes prac-
tically all restrictions regarding the sale of the vessels which
were provided by section 5 of the Jones Act, and practically
constitutes, by the removal of such restrictions, a legislative
direction by Congress to the Shipping Board to sell the Govern-
ment fleet as soon as possible for the best price that can be
obtained, no matter what is bid.

The effect of this proposed change in the present law, which
practically means a forced sale of the fleet, ean only have the
result of causing prospective purchasers, whether shipping

LXIIT—16

syndicates or other large combinations commanding sufficient
capital to buy, to hold off sufficiently until they can take over
the fleet at their own price and get it for a song, practically
for nothing,

The Shipping Board, as reflected by the testimony of its own
officials and by their acts disclosed at the hearings, show that
they are not being prevented now under the present law from
selling the fleet to-day at even world market prices or lower.
The report of the majority of the Committee on the Merchant
Marine and Fisheries, accompanying the bill, contains the fol-
lowing statement :

At the present time there is, by and large, no market for our vast
tonnage. Compared to the .total tonnage built by the Government,
practically no tonnage has been disposed of. After thorough consid-
eration, in January last the Shipping Board decided to sell its ton-
nage at world market prices; and on its steel freighters, after careful
investigation, it found this to be a minimum of $30 per ton for the
best tonnage. Bo difficult is the sitnation for an owner of American
tonnage to-dag that even at these prices it has been able to disFose
of but 100,000 dead-weight or 65,000 gross tons. (Page 6, committes
report American Merchant Marine,)

Which reflects that the Shipping Board concluded to offer the
fleet last January at world-market prices, but could not sell it
under these conditions. This shows that the Shipping Board
was not handicapped by the present law, but was affected by
the tremendous decline in ocean trade and lack of demand for
ships, even at such an extremely low price as $30 a dead-weight
ton for its best eargo vessels. But in spite of the fact that the
privately owned American steamship companies are declining
to buy the Government-owned fleet, even at present world-mar-
ket prices and less—which are at least one-third of what new
construction would cost at the present time in the United
States—yet these same steamship owners are particularly in-
sistent that the Government should sell its fleet at once and
as soon as possible, and that in order to do so the restrictions
which it is claimed are imposed by the present Jones Act of
1920 should be removed,

If the present Jones law does not prohibit the Shipping Board
from selling the Government fleet at present world-market
prices, or even substantially less, what is meant by the in-
sistence for immediate sale, without any safeguards whatever,
unless it is that the magnificent American-owned fleet is to he
forced on the market and sacrificed at a most tremendous loss,
below even present world-market prices?

In fact some of the witnesses at the hearings thought the
removal of certain safeguards now provided by law regulating
the sale of the Government fleet might result in forcing the
fleet upon the market and being sold at the greatest sacrifice,
unless the Shipping Board should exercise proper judgment.

But would not the Shipping Board answer, if the new hill
is passed, that Congress hud exercised such judgment already
in the removal of practically all restraints governing the sale
of the vessels, and thereby indicating that all such vessels be
sold immediately, no matter at what price.

The conclusion is irresistible that the Shipping Board would
not only be justified in so deciding, but would probahly feel
impelled to do so.

Of course, if the fleet is to be sold off at world-market prices,
it will probably not be disposed of for several years to come,
even il this subsidy bill be passed.

With reference to the time that it would probably take the
Emergency Fleet Corporation to sell enough of the Government
fleet to go out of business, Chairman Lasker testified at the
hearings as follows:

(Page 46, part 1, hearlngs,)

Mr. LASKER. I say in my statement that within 50 months from the
time of the passage of this bill, I felt that I was on conservative
ground in promising that we would dispose of sufficient ships to keep
going the routes that the Government is now operating, and thus in
that period put the Emer%ency Fleet Corporation out of business.
Does that answer you, sir

(Page 60, part 1, hearings.)

Mr, Brigas. I understand that if this bill should be passed it would
be the purpose of the board to dispose of the assets as soon as possible.

Mr. LAskeR, Yes; it is going to take a long time.

Mr. BriGas. I understood you to estimate it wounld take 20 months,
ANYWAY.

r LASKER. Not 30 montis to dispuse of those ships we are now

operating.

Mr. BrIGGS. Of course, those others which you have not given a
particularly goed name, it may take a whole lot longer.

Chairman Lasker testified (pp. 236, 237, hearings) :

Mr. Davis. It was stated in the press some time ago pur'por:ing to
come from members of the Shipping Board, that fmlm.mn,ulm wWis
expected to be realized. 1Is that substantially ecorrect?

r. LASKER. I would not stand back of that fizure. I do not kuow.
It is in the womb of the future. If you don't give us this legislation
you will never get this $200,000,000 ; if you give us this legislation, you
may get more. How much I don't know.
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Mr, Davis. Now, Mr, Lasker, I assume that you and assoclates
have made some sort of estimate as te what you would m to realize
out of our flegt in the event this bill goes through?

Mr. LasgER. 1 have answered that at such length to the judge and
to Mr. Brigas that I can not think of a new way to answer

As demonstrating the accuracy of the statement that it is not
seriously contemplated that even the passage .of the subsidy bill

_is expected to bring @ better price for the ships than can be
ohtained now, even though bids for the fleet last March were
regarded as “ facetious” and * jokes™ by Chairman Lasker,
attention is called to the testimony of Vice President Love, of
the Emergency Fleet Corporation, witness en behalf of the
Shipping Board, who testified as follows (pp. 862, 863, pt. 17,
hearings) : .

Mr. Bmees, T want to.ask this question. T dom't know that it was
made quite elear te my mind. Suppose this fleet was put on the market
to be sold. As 1 understand, {ou think that is what ought to be done
with it, at the earHeet poseible moment—that it ought to be put on
the market and sold ¥

Mr. LovE. Get it into private hands.

Mr. Brices, Suppose it could not be sold except to a very few large
companies. Do you think it ought te be soll under those conditions
just the same?

Mr. Love. It might Just as well.

Mr. Bunices. Irrespective of whether it could ‘only be sold to a few
la.rg!’?fompanies. one or imore, you think it ought be sold just the
same

Mr. Love. I do.

Mr., Bricas. At

Mr. Love. I do.

Mr., Briees. Mr. Love, I think you said you didn't know what the
bids were that came in?

Mr. Love. No; I do not. !

Ar, BrigGs. There is nothing in this bill, so far as you know, except
the advanmtages offered in the way of subsidy and general advantapges
which the bill offers, that would tﬁ:odm a larger return from the ships
than if they were sold now, is Pe ?

Mr. Love. 'Well, I don’t quite get your guestion.

Alr. Bercas. 1 mean by that, there is mething to insure the Govern-
ment a better price fer these ships, if should s, than they
could gt right now, other than-the fact that idy would be
paid. T1s that true?

Mr. Love, Oh, yes.

. Bricas. Well, now, if the fleet is o be sold and sold as promptly
ble, and that fact is known, don't you think bidders weuld hold

and bid just about as low as they eould buy that fleet for?

Mr, Love. Oh, they might. The question of this subsidy is going to
have 2 very wital effect .on the value of that tonnage.

Mr. Bricgs. Of course, it will. I .am Dot about that. I am
speaking about the gﬂ.cg ‘the Government can get for its fleet. Suppose
tﬁg ‘bide came in—if this bill should pass—and the bids made were of
abcut the same character as those recezs‘tl{hmnde for the fleet, and it
was thought then that Congress intended that the fleet should be sold
angﬁmt into the hands of private operators at the best price the board
it i

Mr

the best price they could get, putting it on the

the su

Mr,
as
bac

. They would have to sell it?

y Then ‘you mre going to end all the good that is done, be-
czuse if you are 1ggiml.l; to hold it .and sell it at the value established
after the subsidy made a law, you are going to put into the hands
of the private operntors ships at a higher ccost andl put another burden
on them.

Mr. Bricas. You don't think that ought to be done?

Mi. Love. Let them gell the ghips at the best price they can get for
them mow and start over, like everybody -else starts.

AMr. Briocs. Well, it is ﬁeumﬂy conceded that nmobody mow wants
ghips. That is true, isn’t it?

Mr. Love. That is true.

AMr. Raymeond, president of the American Steamship Owners'
Association, apparently does not think that any more than
present world-market prices ought to be asked for the Govern-
ment fleet, even if the subsidy bill is passed. (Pp. 972973,
part 18, hearings.) A syndicate also may be organized to take
over the fleet:

Mr. Brices. How much do you think they would bring if a subsidy

bill were passed?

Mr, Raymoxp. I do mot think that should be & question to the citi-
gen; 1 think the Government should try to put the American ship-
owner, or any Amerlcan citizen who wants to become a shipowner, on
a parity with the forelgn owner; but, as I have stated here, and have
given evidence, the sales of forelgn ships have been around $20 a ton,
and some a little more—§23 a ton for a vexsv fine ship in New York
the other day. And you can not assess or undertake to place upon the
Ameriean purchaser a higher walue than he can purchase abroad and
have him compete with the fo -flag wvessel. He has his capital
charge on the vessél 24 hours out of the day. »

Mr, Briggs. What I am referring to particularly is this: Suppose
you could not get $20 or $25 a ten, -do you think they ought to be
sold for $5 a ton or $10 a ton or any price they would bring?

Mr, Raymoxp. You would net have to go to that, Mr. Briggs. I
think that is too far-fetched.

Mr. Br1GGS. Who do you think would take those vessels over, because
tt involves a good deal of money? HEven dif you only had the 8,000,000
gross tons to dispose of, at $30 a ton, it would take a consid le
ameunt of money, would It not, to swing that?

Mr. Raymoxn, I had the privilege of serving on a committee two or
three years ago—an adv committee—with five other experienced
men, known over the United States as men of ability, one of whom has
passed away, and we recommended at that time the sale of those ships
and a price for them, We conferred with every shipowner and others
that were interested In the purchase of ships, and even with bankers;
and at that time a syndicate -could have been formed similar to what
was done in Great Britain. When Great Britain turned over to this
gyndieate, headed by Lord Inchea I do not know what his first
name was—a syndicate could have been formed to have taken the Bhip-
fmg Board fleet that was desirable out of the Government's hands and

hen di of it over the country. ere was business then for
them. -day there is no buginess. But T would have the courage to
believe that if it could be determined what shiFs would be sold and at
& low price, that the aid that is here asked for, plus little additions

- present,
Mr. O

that ‘we may ask for, that you could have something concrete to -
before the banking communities of the Nation, anfl that this srndlengt:
could be Tormed again, and they would -carry those people that wanted
to buy ‘them. I believe that; 1 do not know that it could be done, but
I believe it. 1T do mot think it would be mecessary to go down to any
856 or $10 a ton, or even to $15; but if you will put the ships, &s 1 say,
at the value of other flag tonnage and give the aids necessary to offset
the differences in cost, then you will .come ‘mearer to disposing of the
fleet than you 'will in any other way.

Mr. Briees. 1s it your belef that this finanecing would have to be
done 'by a very large ‘syndicate?

AMr. Rayaoxp. It might be; but the Government ought to hélp finance

that if it got «clear of them under the pprovisions of this bill

As also showing that little er no expectation of much or any
increase in the price of ships, even if the subsidy bill be
passed, Mr, Munson, of the Munson Lines and American ‘Steam-
ship Owners’ Committee, testified as follows:

(Page 1150, part 20, hearings.)

Mr. BAREERAD. Now, dwou think within that period of two years
the American investing public will be sufficiently interested in the pur-
chase of our whole fleet to Torm companies to furnish the .cnplmf to

these veseels the Bhipping Board is going to sell?

r. Muxsos. My agtnlon is that a very large majority of the really
efficient boats owned by the sm%n,g Board would be mbsorbed within
two years after the passage of bill

Mr. BANKHEAD, At the suggested rate of '$30 a ton?

Mr. Muxsox. Yes; at & falr market Tate—let me qualify fthat—
which may be .determined by the ﬁhmﬁgx Board from time to time,

Mr. BANKHEAD, Well, that may be reased

Mr, MuUNSON. It ‘may be increased or decreased.

Afr. BANKEHBAD, As you t, it may be increased or decreased.
Now, how leng do you think this .sn{sldy is going to have to be
Bt M AL et 10t 3 -

Mr, MuxsoN, My feel s that American rly in
these southern, southeastern, mand western po?ﬁ?%llpabe far more
interested if the subslﬁgwas pasged for 20 years than they would be
if it were passed for 10 years.

Mr. Eugene O’Donnell, secretary of the Maritime Association,
Bostan Chamber of Commerce, and private American operator,
testified that even if the subsidy bill passed he did met think
that the Government fleet, if forced on the market, would
bring up the price. His testimony is as follows:

(Page 912, part 17, hearings.)
Mr. BriGges. There is a tremendous amount of trade depression at
rhaps the greatest the world has ever known, there?
+ NNELL, That is correet, as I understand {
Mr. Briaas. If these :?t?s had to be forced on the market at the
i3

d
present time and sold & earliest ble ‘time, do you think that
g;% tit t{xce b?iu should pass, as mvim!'}zm th:f that would insure
rices
Mr. O'DONNELL. For the board?
Mr. Briaes. Yes,
I idon’t think that #t 'would. Naturally, any

Mr. O'DONNELL. Ne.
forced sale must mean reduced prices,

As to how soon the Government fleet ought to be seld, Mr,
Raymend, president of the American Steamship Owners’ Asso-
ciation, testified, on cross-examination, as follows:

(Page 971, part 18, hearings.)

Mr. Briges. 1 want to get your statement with reference to the dis-
position of this fleet. How soon do jyou think it ought te be disposed
of, Mr. Raymond?

%r' %‘mw?immm ective of ‘what price fhey -could get for 1t?

r. Brigas. of what : 3 or it

Mr. RayMoND, Yes, sir. ot

The pending bill also contemplates credit rather than cash
sales of the ships, and on 15 years time, with no provision for
payment of any part of the principal during such period beyond
a depreciation estimate, for which security may be given.

HOW THE FLEET WILL BR DISPOSED OF,

COhairman Lasker at the hearings testified:
(Pages T to 8, hearings.)

On the 6,000,000 tons of rréigters the Government possesses, it is
the h%pe of the Ehip% Board that ultimately a great measure of the
8,000,000 good tons find itself ‘‘m the hands of American owners,
should the legislation here proposed be adopted. It is doubtful If,
Bood tons, 1h 1 Satirety, ad wags g means srmet be Toubd. to, disposs

ns in en ,‘and ways and means s ound to
of guch of the good t as remains, go that American interests will
not be hurt, nder no circumstances must the surplus good tonnage
that America can not absorb ‘be disposed of so as to bankrupt those
who buy from the Government at current prices.

Automatically the 3,000,000 poor tons must be done away with. Part
of it can be used by selling to Amerlcans the hulls at low figures for
conversion to of freighters of which we are not possessed. The
balance may elther be sold in small quantities in local trades abroad,
if any, where because of ghorter runs and cheaper labor local opera-
tion may be ble, or it must largély be dismantled. For if we per-
mit a potential surplus to remain, th the possibility of its use in
only abnormally prosperous times when any tonnage can be profitably
operated, the burden of loss will fall on the good fonnage in times .of
adversity without full mjgl{meut of profit in time of prosperity, and
thus we depress the price ‘of all of our tonmage, and so ‘1’:"3&1 come to

ss that we shall liguidate the whole for less than we could liguidate

good part. .

It is the unneeded surplus, in ghips as in all else, that determines
the 'market, and the same clrcumstances that ‘forced some farmers to
burn their eorn last winter demands that, at least in so far as the
uneconomical 8,000,000 tons of freighters go, we recognize that one of
our problems is to foree its disappearance from the market. If we are
to indoce private investment in American ships it must be under an
assurance Bs to what will be dome with the surplus tonnage, plis an
assurance that the Government will retire from operation, for private
owners can not live and can not finance themselves with those two
swords of Damocles hanging over their heads,
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PREPARATION FOR SHIP-PURCHASING SYNDICATE,

Apparently in line with the plan suggested by the president
of the American Shipowners' Association at the hearings on the
ship subsidy bill, wherein he stated that he thought it might be
possible to organize a syndicate for the purchase of the Shipping
Board vessels, it is reported that steps to that end are being
completed to have such a plan perfected, for a recent issue of
the New York Journal of Commerce reports the organization of
the Maritime Trust Co. of America for the purpose of financing
shipping operations under the American flag. The organizers
are H, H. Raymond, president of the American Steamship Asso-
ciation, and a number of other ship operators and builders,

It would therefore seem no fantastic or visionary idea that
the large interests have in view the organization of a great ship-
ping syndicate to take over the Government-owned fleet at prac-
tically their own price, and then to enjoy the benefit of the vast
subsidies and bounties to be provided under the subsidy bill
ubon a basis of new construction costs.

GOVYERNMENT FLEET NOT I'N COMPETITION WITH PRIVATE OWNERS.

The impression also seems to have been created, after the
most vigorous and skillful efforts through propaganda, that the
operation of the Government fleet is resulting in competition
with privately owned and operated vessels, which is driving the
latter from the seag, This is only another instance of the mis-
leading and unreliable propaganda disseminated apparently with
a view to bolstering up support for the colossal subgidy program
proposed.

Mr, Marvin, vice president and general manager of the Ameri-
can Steamship Owners’ Association, who is heart and soul for
the subsidy program in the pending bill, and who wants even
more subsidy than the vast sums provided there, states that
from 663 per cent to 75 per cent of the Government-owned fleet
is tied up now and only the remainder being operated, while it
is estimated by him that only 25 per cent of the privately owned
fleet is tied up and that 75 per cent of the same is being op-
erated. His testimony is as follows:

(Page 1022, part 19, hearings.)

Mr. Briges. Mr, Marvin, what Yrogortion of the American privately

owned fleéts is being operated? think the Shipping Doard testified

that it is operating out of its fleet something over 400 ghips, about 421,

it.g ?y recollection serves me correctly, with something over a thousand
ed up.

Mr.pmuwm. As an estimate, and only as an estimate, and that the
result of a good deal of conference with owners, I should say that at the
present time 25 ﬁr cent of our privately owned tonnage is idle.

Mr. Bricas. enty-five per cent?

Mr. MARVIN, Yes.

Mr. BrigGs. The proportion of the Shipping Board vessels, of course,
is much greater than that?

Mr. MArvIN. Yes,

Mr. Bricas. Baid to be nearly 756 per cent?

Mr. Manvix, Yes,

u:;. Briges. If not quite that, between 66§, anyway., and 75 per
cﬂ;}f. Magrvix, Yes,

Mr. Brices. Now, lots of those vessels of the Shipping Board that
are tied up are good vessels, are they not?

Mr. MarvIN. Yes; they are good vessels.

The testimony at the hearings moreover discloses bevond
question that so far from driving the American privately owned
ships from the ocean, every effort is being made to promote
such lines and trade routes and withdraw Shipping Board ves-
sels whenever privately owned lines are willing to take such
routes over. In fact, that is chiefly the reason why only about
one-fourth of the privately owned fleet is laid up, but nearly
three-fourths of the Shipping Board fleet is idle.

That this condition obtains can not be seriously disputed.
The following excerpts from the festimony of American pri-
vate steamship owners and operators are herewith given, which
fully sustain the accuracy of the statement that American pri-
vately owned steamship companies are being given preference
by the Shipping Board and not driven from the seas by Gov-
ernment vessels,

Chairman Lasker also stated, at the hearings on the subsidy
bill, that the Shipping Board was giving the privately owned
American tonnage preference in operation on any route upon
which such privately owned line operated.

The effect of this preference was also manifested in the
statement of Chairman Lasker that only about 20 per cent
of the privately owned tonnage was laid up as compared with
the Shipping Board tonnage. He testified :

Page BS, part 1, hearings. Also e 8, urgent deficiency hearings,
(Pag + P g 1955, Igiiﬁ) ge ¥ BS,

Mr. Brigas. What proportion of the American-owned tonnage is not
laid up as compared with the Shipping Board tonnage?

Mr. LAskgER. A very small percentage. About 20 per cent as much
of the privately owned tonnage is laid up as compared with the Ship-
ping Board tonnage, and a goodly share of that [s coastal tonnage.

Mr, Brigs. Abont how much of that is coast

Mr. Lasgenr. I don’t think we know. We haven't made that sur-
vey.

Mr. Bricas. Has the Shipping Board in its operation given prefer-
ence to the privately owned tonnage as far ag they could do so in
the operation of agly line or anything of that kind?

Mr, Lasker. Well, I don't know that I get your guestion.

Mr, Bricas. I mean, for instance, wherever it appeared that private
lines could exist and carr? on, hag the Shipping Board given them

an{{ op})‘ortunity to do so
r. Lasker. Oh, yes. The law makes that mandatory,

Mr. Bricgs. That is what I thought.

Mr. LAsker. Absolutely. For instance, here, say that there were
three lines going to a certain port and it lpoked as if two lines could
serve it, we have withdrawn one of our lines.

Mr. Lasker further testified:

(Page 871, hearings, “ Independent offices appropriation bill, 1923")

Mr. Woop, What trouble do you have, if any, in your competition
with the owners of private ships?

Mr. LAsgER, Under the merchant marine act of 1920, through which
we operate, It is the purpose of the Government not to use its great
wealth and great power to the detriment of primte]f owned ghips.
In fact, the whole spirit of the act is for the Shipping Board to aid in
building up privately owned ships in order that the Government may
ultimately dispose of its fleet to private owners.

(Page 232, part 2, hearings.)
Mr. DaviS. You stated yesterday, Mr. Lasker, that some of our pros-
ective customers had been driven off the sea by Bhipping Board vessels,
believe, Will you please tell us any private American lines that have
been driven out of business by these Shipping Board vessels? .

Mr, LASKER., They were driven off of routes, I said. I don't mean off
of the seas, but out of a given route. We have constantly cases—I
would not say constantly, but we have people who come and say con-
stantly that they are losing money. I don't know that I said they were
driven off of the seas, but I will say they are losing money.

My, Davis. You used the words * driven off the seas,” on page 5 of
your testimony. -

Mr. LASKER, I will give you the names of the routes. I haven't got
it in mind, but I will put that into the record.

Mr. Davis. As I understand it, you do not wish to be understood as
saying that they were absolutely friven off the sea?

Mr, Lasker. 1 sald driven off in the past, not now, becanse we have
cut down the number of ships. We don’t do it any more.

Mr. Davis. Now, since the Shipping Board has been in o
}v;:mt to know any Amerlean line t you have driven off o

any.

Mr. LaAsgEr, I will furnish that information to you to-morrow. I
will get the details on that.

Mr. DAvis. I understand your two experts to sa{ that there are none,

Mr. LOVE. I do not know of a single one. Possibly you have in mind
the Luckenbach Steamship Co.

Mr, Davis. No: I was simply asking Mr. Lasker about a statement
of his yesterday.

Mr, Love. I do not know of a single one,

On July 27, 1921, before the Appropriations Committee, Chair-
man Lasker also testified :

In many cases we took our Government-owned boats off and gave
preference to privately owned boats. (Page 8, urgent deficiency bill.)

As illustrative of the fact that even the American Steamship
Owners' Association does not elaim that the Government has
been unfair in the operation of its ships or driven them out of
business through its competition I quote further from the testi-
mony at the hearings, as follows (p. 969, pt. 18, hearings) :

Mr. RavymoND. I think one of the Freatest opportunities for trade
revival in the United States is to get rid of this menace of Government-
owned ships in competition with privately owned property. There is
np reason for us to keep going on here indefinitely, king for our
own companies and not for the association, with a losing proposition.
On the contrary, we are ship geeopte. 1 have been eniaged in Pt my entire
business life, and my family before me, and so are the people I am asso-
clated with; and it is reasonable to suppose, as that is our business,
we would go anﬁywhere we could, with a reasonable opportunity of
making some profit or a reasonable chance of making a prolﬁ?

Mr. Briges. You are reterrinﬁ to Government competition. Have
you any special line or lines in view? 1 think under the Jones Act of
1920 it was provided the Government should not engage in competition
with private lines, but, rather, should stimulate them and encourage
them as far as it was possible to do so, with a view and purpose
215 getting them to take over the Government-owned lines and operate

ration I
the seas,

em.
Mr. RaymoXp. The steamship owners are rather fortunate in having
a sane board and sane peogle to handle the property that is in their
hands. If they did not, why, they would have us all out of business,
They have been gerfect!y fair In their competition; I am not complain-
ing about that; but there is that menace. You cean encourage and can
not persuade a banker, any new man going into the business, to loan
his money on ship propert{. nor could you get a shipbuilder to enter-
tain a proposition to build you prug?rty f gou Id not have the
ciSh itu pay for it, so long as these ships are floating around here in
the air.
CONDITION OF GOVERNMENT TONNAGE.

Even with the 10,000,000 dead-weight steel tonnage which is
owned by the Governmenti, the Shipping Board was not able
to state the condition of at least a half of i, except in the most
general and injurious way—that is, from “ fair to useless.”

The 5,000,000 tons from fair to useless it is contemplated
apparently by the board to either sink or junk or sell to for-
eign countries for anything that can be obtained, even though
Mr. Raymond, Mr., Marvin, and Mr. Farrell testified that all
the steel tonnage was good tonnage, but some of it more efficient
than another part.

(Page 236, part 2, hearings.)

Mr. Davis. Now, Mr. Lasker, in reaching your estimate of the per- ~
centage of our ships that are first class you do it largely along the
lines of tonnage, do you not?

Mr. Lasker. No; we took a survey of each ship. We do it by ships.
Each ship was surveyed.
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But neither Mr. Lasker nor anyone else who testified was
able to tell what part of the 5,000,000 dead-weight tons of
the fleet classed as from “fair to useless” tonnage was to be
called as “ fair "’ and what as “ useless.”

Both Mr. Raymond, president of the American Steamship
Owners’ Asspciation, and Mr. Marvin, vice president and gen-
eral manager of the American Steamship Owners’ Association,
testified that they thought that practically all the steel ton-

- nage owned by the Government is good tonnage, but only about
50 per cent of it suitable for American trade,
(Page 970, part 18, hearings.)

Mr. Brigas. What do you think about the other steel ships? Are you
familiar with the types of the steel ships and their characters?

Mr. RaymMoxp, Most of them.

Mr. Bricen. What would you say as to how many of the 6,000,000
gross tons of steel vessels you would regard as tonnage and how
much is worthless?

Mr. Raymoxp. I shonld net say any of the steel vessels are worth-
less, because they are all They must have some market some-
where, but we are very much overtonnaged here with certain sizes of
ships., 1 would say, without sni absolute knowledge, as an estimate
only, that enly 50 per cent of the steel vessels are fit to be retained
under the American flag.

Mr. Brices. The rest ought to be disposed of somewhere else?

Mr. RaYMoxD, Somewhere or other.

Mr, Marvin, vice president and general manager of the Amer-

jcan Steamship Owneérs' Association, testified :
(Page 1021, part 19, hearings.)

Mr. Bricgs. The Government owns in steel tonnage approximately
6,000,000 gross tons, doesn't it?

Mr. MArvVIN. It does.

Mr. Brices. Are you familiar with the character of that tonnage?
By that 1 mean, in the classification you alluded to a moment ago as
tgood tonn.?ge. what proportion of that fleet would you say was * good
onnage

Mr. Marvin. All of that steel tonnage is good tonnage—some of it
better than the rest, but good tonnage.

Mr. Munson, president of the Munson Steamship Lines, how-
ever, testified that in his opinion one-half of the steel tonnage,
or about 3,000,000 gross tons, was inefficient and ought to be
sold at about $§5 a ton. (Page 1166, part 20, hearings.)

Mr. Bricgs. Now, for instance, I think you testified that some of
these ships you regarded as in the Inefficlent class. That Is rather an
indefinite term, of course, but we will ret back to that in a little
while ; but you testified they should be sold at about §5 a ton.

Mr., Muxsox, That Is right.

Mr. Brrggs. I understand that there are about 3,000,000 gross tons
of ships which are classed, T assume by the board, Mr, Lasker, their
spokesman, as from fair to useless for some purposes. Do you regard
those as Inefficient types?

Mr. MunsoX. Yes, sir. -

Mr.“l:}:nwas. You do not think they ought to be expected to bring
over

Mr. Mrxe=oN. I said that in connection with conversion purposes.

Mr. BricGs. For whatever purpose. Buppose they want to utilize
them in their trade and they are not efficlent, those vessels would fall
within that class of inefficient?

_ Mr. MuxsoN. Yes, sir.,

¥O REDUCTION IN OCEAN RATES CONTEMPLATED AND NO REGULATION OF
THEM.

Commissioner Plummer is recently reported to have made the
assertion that the pending ship subsidy bill was designed to
or would have the effect of reducing ocean rates.

There is nothing in the bill providing for such reduction of
rates, unless it is claimed that the tax rebate on freight moneys
paid is equivalent to such reduction.

The bill, however, does not provide for control of ocean rates
in foreign commerce, and Chairman Lasker expressly states
that it was not the purpose of the bill to control them in any
way, and intimated that he did not approve any such control
by governmental agencies.

The following testimony was adduced at the hearings (page
209, part 2, hearings) :

Mr. Briggs. How would you prevent—or how do you propose to
prevent—the pooling such as obtains now by agreement, in these con-
ference agreements, after the disposition of the fleet; that is, the in-
ternational pooling agreements whereby the rates are fixed?

Mr, LassgiEr, The present law that we propose does not go into that
feature any more than we go into such changes, if any, as should be
made in the navigation act. That is not the purpose of this law—of
this present proposed law.

Mr. Lasker frankly admitted that the present system of con-
ference agreements as to rates—that is, agreements between
American and foreign lines, as to what passenger and cargo
rates should be—was heartily indorsed by him and indicated
that no departure was contemplated from the practice of fixing
foreign or American rates through such conferences.

The following testimony was adduced at the hearings:

(Page 209, part 2, hearings.)

Mr, LasgEr. The Shipping Board believes in conferences. You can
not have & merchant marine without it because the fighting would be
go great they would all lose money.

- (Page 210, part 2, hearings.)

Mr. LaskEnr. I do not think any private operator will try to get

better rates than the Shipping Board tries to get. We {ry to get

everything the traffic will r and permit American manufacturers to
compete with the world. -

Mr. Briggs. It is the pu of the Shipping Board, as I under-
stand it, to make reasonable transportation ra ind insist upon those
in these conference agreements with foreign com anies, ig it not?

Mr. LasgeR. It i8 not the purpose of the Sﬁpping Board to sub-
sidize  American manufacturers by gelting the rates so low as to
qu;.rlizamthem. Id

. Bricas. o not imagine the Shipping Board would, on the con-
trary, want to get them so high that ;ilt Ernu!d put an unnecessary
burden or tax on the production of industrial organizations.

Mr. LAsxn.‘You understand if the rates are too high, the shipping
companies won't carry the cargoes, It is an antomatic thing. Fdo
not think, by and large, the conference rates would be higher, with the
Shipping Board out of operation, than with the Shipping Board in; at

least my instructions to our men are that the main purpose of the
Shipping Board should be to keep routes going, as per the mandate of
thep?unas Act; but it is not the purposgoorgthe . X

w anywhere that
the Shipping Board b
l‘il:s?:lpslﬁp e used as an instrument for cutting rates to

Mr. Love, vice president and general manager of the United
States Shipping Board Emergency Fleet Corporation, also tes-
tifled as follows:

(Page 859, Part 16, hearings.)

Mr. Briees. Now, T want to ask you about conference rates with ref-
conference rate Setablinad mith etererns pots b iooios Board bave &
with reference 0 passenger a
service from the Atlantic to the Gulf? 2 e o
Mr. Love. We are members of many conferences.
Mr. %Ivcnfis.?e‘:eﬂ. don’t they estab conference rates?
. Briges. Don’t they have passenger as well as cargo?
. LOVE, In a number of the trades we do.
. Br1cgs. Is that in most of the trades?
. LOVE. The bulk of them.
. Briges. Do yon adhere to those conference rates?
. Love. Our ple do.
. Brices, Well, so far as you are able to ascertain, are the others
doing it or not?
Mr, Love. We believe they are,

-weﬁ!r'.‘tl?inmaa. You would be pretty quick to determine it If they
n
Mr, . We would.

Mr. Briges, You would be able to tell by the cargo whether there was
a leak in the eask or not?

Mr, Love. We could.

Mr. Briacs. I thought so. And those rates are fixed at levels accord-
ing to the grade or character of the service and the grade or character
of the ship, are they not?

Mr. LovE. Not 8o much with reference to the trade of the gervice, but

the trade and the commodity itself.
h¥ is true with reference to the passenger

mhlr.T Brices, I mean, tha
B
r. LOvE. Oh, yes; all passenger ships are graded.
Mr. Bricgs, It 1sn't so much with reference to the cargo service?
Mr. Love. Oh, no. 3
Mr, Briggs. It is the trade and the cargo you spoke of?

Mr. Love. Oh, yes.

Mri. BRI?GE.[ Hﬂavg (1] eﬂi‘r j?ven any gfnsi(tlgrntlo;ﬂ bo—a.;'ter the dis-

ition of this fleet Into private owners e question of conference
e ave on the rates that might

Egrs-e. mbénts' t;) tttw.' effect “agedthey w::_]ult;

ave been n, as yon sta recently

Mr. Lovg Mr. BricGs, I represented the Atlantie Transport Co.,
and after that the International Mercantile Marine Co. for possibly
20 years in the United Kingdom conferences. They were private
owners, and conferences, as a rule, tend to the prevention of ex-
tremely low rates and likewise to the prevention of extremely high
rates. They stabilize the market, They enable a man who is selling
a typewriter, a bicycle, an antomobile, corsets, and a hundred other
articles to send out a price Hst in nd at the beginning of the
year and sell at that price throughout the 12 months. He ean earry
on his selling campaign almost a year ahead and know exactly what
it is going to cost him 12 months in advance to lay down any
given commodil? in his warehouse in the United Kingdom.

Mr. ‘Brigas. It is trume, isn't it, that the influence of the Shipping
Board has been, even with respect to the conference, to aid in kee
rates down to a more nearly reasonable basis, even during the pe
when much higher rates might have been exacted?

Mr. Love. It has had a leveling influence,

Mr. Brigas. It has had a helpful influence, I understand?

Mr. Love. In many cases.

Mr. Brices. I want to ask you, therefore, if this fleet should go
into the hands of a few individuals or a large organization of capl-
tal, whether or not it would not vest in them’ the power to dictate
what the rates should absolutely be in connection with conferences
with foreign interests? Couldn't that be done?

Mr. Love, It might come within their power; but they wouldn't
make use of it.

Mr. Briggs. You don't think there would be any misuse of It?

Mr. Raymond, President of the American Steamship Owners’
Asgsociation, testified as follows (p. 961, pt. 18, hearings) :

Mr., Briges, Well, the conference rates are made b?y agreement be-
tween foreign lines and American lines, are they not

Mr., RaysmoxD. That is right.

Mr., Briges., SBo there really i8 not very mueh competition in the
conference rate; it is rather an agreed rate or price.

Mr. Raymoxp. It i8 my understanding at some of those conference
meetings you would think there was competition if you were in them.
I do not want to go.

Mr. Briges. But when they get through with the interesting tima |
you are talking about, the debate and discussion you are Iking
about, they work out some conference rates?

Mr. RayMonp. Oh, there is not any reason—none of them give up
their right to name any rate that they want. There are some of them
that do, and withdraw.

Mr. Brrces. As long as they are members of the conference,
thrt:ggh. they are expected to observe the conference rates, are they
no

‘Mr. Raymoxp, That is right.

Mr. Briags. That is the usual practice, I think Mr. Love stated.

Mr. Raxsmoxp, It has been for many years, and it can not be other-
wise, In my judgment,
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Mr. Marvin, vice president and general manager of the
Anerican Steamship Owners’ Association, testified as follows:
(Page 1054, part 19, hearings.)

Mr. Brigos. I want to ask you this on ‘the question of operation:
The conference rates obtaln erally, do they net, now throughout
the world—the shipping world ?

Mr. MarvIN. Generally speaking, in the important trades they do
prevail most of the time.

Mr. Brieas, Fixing passenger and freight rates?

Mr. MarviN, Yes, sir.

Mr. Briacs. Do you think there is any danger, without any regula-
tion of control being vested in a Government agency over those rates,
of ]m({;e eombinations increasing those rates up to as much as the traffic
would bear and mhmdnﬁlthe cost of operation to the people?

Mr. Marvin, I believe that under the publicity commanded by Ameri-
edn law there is no danger, of unfairness in the long run in the opera-
tion of the conference system,

Mr. Briggs. Do you think that confidence has been justified in many
other channels and avenues of trade these days?

Mr. MArRVIN. Where publicity obtains; yes.

Mr. BrigGs. Aren't the disclosures these days that are being given
to the public of tremendous abuses that have been practiced such that
indicate that if the profits were high enough they might risk a whole
lot of pubHeity, if it was long enongh in coming?

Mr. MarviN. I am a great believer myself In the virtue of publicity.

Mr. Briges. You think that would be an effective check, without
any provision for regulation?

Mr, MarvIN. I do believe it would, and, in the nature of the busi-
ness itself, a shipping company like any other concern that raises its
prices too high loses its trade,

SHIPPING BOARD CAN NOT CONTROL RATES.

The Shipping Board, through its general counsel, admitted
at the hearings that the Shipping Board has no power to either
fix or pass upon the reasenableness of ocean rates im foreign
commerce. Mr. Beecher, general admiralty counsel for the
Shipping Board, testified as follows:

(Page 922, part 17, hearings.)
Mr.tel;%wcs. And there is mo power given to the Shipping Board to
i {

Mr. MANxGHUM, There is as to coastwise.

Mr. BriaGs. I am speaking about foreign commerce.

Mr, MaxGHUM, No; it is only to remove diserimination,

Mr. Bnrcas. I am asking Mr. Beecher as to that. He has made a
special study of that, as counsel for the Shipping Board.

AMr. BeecHER. There is no power given to fix reasenable rates.
ggnfi Brices. Or to pass upon the reasonableness of the rates that are

o

Mr. BurcHER. No,

Mr. Bricas. I understood so.

Mr. Beecher, counsel for the Shipping Board, testified that
under existing law there is no provision for the regulation of
ocean rates in the foreign trade by a Government agency :

(Page 306, part 4, hearings.)

Mr. Epmonps., Now, let me ask you this: If the shipper fhlits the
benefit en his income tax or return if he ships in an ps, he
is going to w?l“ a litfle more for that to ship in American ships, but
the result 1 be your ships will be more profitable.

Mr. LAsSkER. Cerfainly, And if he gets a O per cent reduction, he
can afford to pay 4 per cent more; but, of course, he won't have to.

(Page 1238, part 21, hearings.)

Mr, Beeceer. The Shipping Board is not given any power to fix
rates with respect to vessels of any type or character engaged in for-
eign commerce; the er with t to rates relates to maximum
rates only in connection with coast commerce of the United States,
therefore the inquiry that you were directing with reference to tramps
and the subsid{ of tramps in the foreign trade, I think perhaps Is
based upon that misapprehension of the existing state of the law,

Senator FLETCHER. Well, here Is section 17, perhaps we had better
set it out in the hearings:

“That no common carrier by water in foreign commerce sghall de-
mand, charge, or collect any rate, fare, or charge which is unjustly

rejudicial to exporters of the United States as compared with thelr
reign competitors.”

Mr. Brecuig, That is only control.

Senator FLETCHER. Then it goes on:

“ Whenever the board finds that any such rate, fare, or charge is
demanded, charged, or collected it may alter the same to the extent
necessary to correct such unjust discrimination or prejudice and make
an order that the carrier shall discontinue demanding, charging, or
culleﬁtlng any such unjustly discriminatory or prejudicial rate, fare,
or charge.”

That seems to me to give pretty broad powers, and it refers to carrier
by water in foreign commerce.

Mr, BEECHER. Yes, Benator; btut they can not pass upon the reason-
ableness of rates or fix what the rate shall be, whether it be high or
‘low; the only control is with relation to discriminations in the re-
spects which you have read from the law.

SUBSIDY BENEFITS.

Although two-thirds of the commerce of the world is carried
in cargo carriers, and the Government owns these vessels in
greatest number, this type of ships receives less subsidy under
the bill than vessels of any other type. Ocean greyhounds will
obtain the greatest bounties and oil tankers will draw down
nearly $5,0000,000 annually, and almost $10,000,000 if they ob-
tain the benefit of the double subsidy provision of the law.

The subsidies provided in the pending bill aggregate annually
from ten to twenty times more than ever before proposed, so far
as is known, in any subsidy bill ever considered by Congress.

It provides greater subsidies than the total amount last re-
ported by the Department of Commerce as including all mail
subventions, admiralty payments, and subsidies paid by all
other nations combined,

SLOW CARGO SHIPS CARRY TWO-THIRDS OF WORLD TERADE.

Most of the world trade now is earried in slow-speed cargo
ships, about 8 to 11 knots; and although there is a tendency
toward liner gervice, with some increase in speed, such tendency
in cargo carriers is not marked.

(Page 1048, part 19, hearings.)

Mr, Brigcs. The greatest amount of trade is really carried in
earge ships?

Mr. MagviN. It is in this class of ships all over the world.

Mr. Brigas. The slow-speed ships?

Mr, MArvIN. Relatively slow-speed ships, of 8 or 11 knots,

Mr. Brices. About two-thirds of the world's commerce, 1 think,
according to the study submitted here, is carried in those ships?

Mr. Marvin. The bulk of the world’s commerce iz car: in ships
of this deseription, and it is ships of this description that mmke up
most of the Government's tonnage, the purchase of which by private
capital we are considering.

Mr. Brigas. Do you expect that to continue, that in the trade the
bulk of the commerce will continue to be carried by the cargo ships,
such as this?

Mr. Manviy. For many years to come, There is a tendency in the
world’s trade at large for liners of somewhat higher speed, generally
speaking, as the years go on to take a greater and greater volume of
the commerce of the world, That is, more and more of the commerce
of the world is moved, genera.ﬁy speaking, year after year, b{l ships
i:ualmalned on regular schedules and of a speed that tends slightly to
nerease.,

Mr. Bricas. Has that been very material and appreciable in the last
few years?

Mr. Marviy, The progress, I think, was interrupted by the war
greatly, and the change from year to year is hardly perceptible.

Mr. Bricas, Hardly perceptible?

Mr. MarviN. I have noticed it over 30 or 40 years' observation of
‘tﬂh;e commerce of the world, but from year to year there is slight

ange,

Mr. Brices. 8o that it is making slight progress?

Mr. MarviN. Yes.

Mr. BriGGs. And it is your opimion that for a long time to come
the t majority of the cargo will be carried in ships of this
description ?

Mr., MamrviN. In ships of this deseription.

Mr, Bricas. They can utilize ships of this deseription in liner service
as well as tramp service?

Mr. Marvin. Many shi{:s of this speed are employed in berth service,
r?Igulatr' line service, regular eargo service in almost all ports in almos
all nations.

Mr. Brigas. In other words, you can bot carry certain cargoes on
certain voyages or certain routes and earn anything unless you do
employ that type of steamer?

AMr. MarviN. It is absolutely necessary, with the economy made pos-
gible by these steamers,

Mr. Briggs. When you begin to increase the speed of the vessels,
you n to increase materially the operating costs?

My, Magvin, Every increase of a knot increases cost heavily, par-
tienlarly when yom raise to 15 knots and upward. As I say, w
there iy a tendeney toward the use of liners of 12 or 13 knots speed,
or 14 knots in some instances, the change is very slow fromr year to
ear.

Mr. Bricas. And these ships are to be for a long time to come the
great carriers of the ocean trade?

Mr. MarvIN. For a long time.

The eargo ships of the Government fleet are all vessels with
a speed of from 8% to 10 knots an hour, with the exception of
15 which have a speed of 12 knots or over. This does not
include passenger or combination vessels. (See testimony of
Mr. Merrill, p. 500, hearings.)

It is therefore apparent that the 10,000,000 dead-weight tons,
or 6,000,000 gross tons, of Shipping Board cargo carriers are
precisely the type and speed of cargo carriers employed in
transporting about two-thirds of the world's tonnage. (See
testimony of Mr. Merrill, pp. 434 and 496 of hearings.)

In testifying to the “economical” speed of cargo steamers,
Mr. Rosshottom testified that it was from 8% to 10 knots an
hour, his testimony being as follows:

(Pages 269 and 370, part 6, hearings,)

Mr, Briges. And have yon had any experlence—well, 1T will pass that
just for the moment. In your operation of cargo steamers, what 1s
the general speed at which they are operated?

Mr. RosspoTTOM. Well, the cargo steamers that I operated ran from
83 to 10 knots.

Mr, Brices. Why were they operated at such a speed as that? Was
that the dally speed of the cargo steamers?

Mr. RosssorTOM. That was the economical speed for the steamers

we were operating.

Mr. Brig&s. Why do you eall it the * economieal " speed? What is
the reason for that? Why do you fix it at as low a rate as that?

Mr. Rosse0oTTOM. The maximum speed that cargo steamers are
capable of is about 12 knots, but to de that you have to drive her,

r. Brices. What do you mean by * driving " ?

Mr, RosseoTTOM. You have to work your firemen very muech harder
than you do when you are operating about 93 or 10 knots an hour.
Your coal consumption is greater; and you don't need to operate her
at 12 knots' sp if you can reach the ports at which you are to ecall
operating at a 10-knot speed, Your operating exronse is very much less
when you can operate a steamer at her economical speed than it is if
you try to foree her.

KO EEAL DIFFERENTIAL AGAINST AMERICAN SHIPS,

It was further demonstrated at the hearings that the ex-
tremely low price at which Government-owned tonnage can be
secured will effectually prevent an American buyer and owner
gﬁ such tonnage from any handicap through capital cost of his

ips. :
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. BEAMEN’S ACT.
Relative to the La Follette or so-called seamen’s act, Chair-
man Lasker testified (p. 43) :

Mr. BANKHEAD., I understand from the President's address to Con-
gress, and also from the statement that you have made, that you do ngt
undertake to recommend or urge any material change in the seamen’s
act that now exists?

Mr. LASKER, You are right. I want to take occasion to say here
that 1 think the seamen's net has been one of the most misrepresented
acts of which I have ever heard. I came down to Washington be-
lieving, us most people in my part of the country do, if you repeal
Ithe kso:amen's act you would have a merchant marine. That is pure
Mk, z

Mr. BANKHEAD, That is the reason I asked the question, because for
4 long time those who were undertaking to give reasons why we could
not operate successfully with our foreign competitors based their asser-
tioiis exclusively on the discrimination eaused by the seamen’s act.

Mr, Lasker. I think they have gotten worn out on those representa-
tions.

Mr. BAXkHeAD., I am glad to hear that.

BUBSISTENCE AND WAGES.

The evidence at the hearings established that there was no
real differential or handicap against American ships in the
matter of wages and subsistence except as relates to licensed
officers. This differential would probably mot be as much as
1 per cent of the total operating cost and was more than com-
pensated for by the advantages which the American ship enjoys
over those of foreign nations through the use of oil rather than
coal as a fuel.

Mr, Puruserd. Manned as they are at present, the amount of money
paid to the seamen, exclusive of officers, will be less on board of the
American vessel of the same tonnage than on the British vessel of the
same tonnage. The British vessel will, so far as the crew is concerned,
exclusive of the licensed officers, have to pay more than the American
vessel, manned as she is now. (Hearings, page 1362.)

Mr. BAXKHEAD, So that, Mr. Furuseth, it is your conclusion that,
properly administered, there is no substantial difference, but, in fact
a substantial equality between the subsistence upon British and
American vessels—the cost of subsistence?

Mr, FuruseTH. There is no difference there exce})t in the quantities.
Sometimes one item is a little more in the American, and sometimes
one item is a little mere in the English, and so on; but there is no
substantial difference; and as to a difference in cost I characterized
it in my statement as being microscopic. (Hearings, page 1363.)

AMERICAN ADVANTAGE WITH OIL OVER COAL BURNERS.

According to the testimony, about 75 per cent of the Ameri-
can fleet is oil burning, as against about 15 per cent of the
British fleet, as indicated by the following examination:

Mr. Briges. For instance, I recollect very well that previously one
of the previous directors of operations of your board, I think Mr.
Rosseter, seemed to attach a great deal of importance to the fact that
we had ] ofl in this country in such large quantities—that s, it was
possible to be obtained at least on this side of the water, more than
all other nations—that it would be a great advantage to us to prac-
tically convert all of our ships or most of our ships into oil-burning
ships and, in that connection, I wanted to know to what extent, if at
all, the oil burners we were operating exceeded those or were less than
other ships that had been converted into oil burners. In other words,
whether we have more oil-burning ships in operation to-day than other
nations or have less.

Mr. LAsKgEr., We have many more,

Mr. Bricgs. About how many more?

Mr. MERRILL, About 75 per cent of our American fleet is ofl burning.
Mr. Brices. What percentage of the British fleet?

Mr. MerrinL, It is quite perceptibly under that.

Mr. Briges. Isn't the British fleet as much as 50 per cent?

Mr. MerriLL. I should doubt it.

. Briges. They use mostly coal in that fleet, do they not?
. LASKER. Surely; because they produce coal.

. Briges. Possibly it will not exceed 25 d)er cent?

. MERRILL. I do not know ; we have no figures on that.

. ForusgTH. I think it is about 15 per cent.

. Briges. Not more than 12 to 15 per cent?

. FurusSETH. Not more than 15 per cent, at any rate.

The higher efficiency of oil burners over coal burners was
testified to by Mr. Thomas H. Rossbottom :

(Page 370, part 6, hearings.)

Mr. Bricgs. What has been your experience in the operation of oil
and coal on the shi{)s you have operated? You have operated both
types, have you not, in cargo steamers?

Mr. RosspoTToM. Yes, sir.

Mr. BriGgs. Has there been any resultant saving by operating with
oil over coal?

Mr. RosssoTroM. The principal saving that I have noticed is the less
number of crew, the best type of crew that F‘Ou can secure in the fire-
room, and the less deterioration that takes place in the boilers.

Mr. BricGs. Well, what do you estimate that advantage is?

Mr., RossporToM. That depends a great deal on the cost of coal and
the cost of oil. If the cost of oil per ton is approximately the cost of
coal per ton, I should estimate that there would be a saving by using
oil as against coal of easily 15 per cent, i

Mr. J. H. Rosseter testified as follows:
(Pages 640-642, part 12, hearings.)

Mr. Brices. Now, the other dag when I asked you something about
the testimony of Mr, Rosseter on the oil question, you stated that it was
not clear to you just what Mr. Rosseter meant by some of his expres-
sions in there.

Mr. MERRILL. Yes, sir,

Mr. Bricgs. He gave other testimony which I have co?pied here, an
extract from hearings on f trade zones on H. R. 9778, before the
Ways and Means Committee in October, 1919. He makes this state-
‘ment, in part—it is not necessary to read it all. Referring to the
British advantages and disadvantages, he says:

* Now, one of the disadvantages they suffer, and onme of the great
advantages we have, is the fact that their merchant marine was con-
structed to use coal as the axen? of propulsion, whereas our fleet is
mrgw.ly composed of so-called oil burmers, All British bunker stations
in the trades of the world are designed to handle coal. Practi the
entire British merchant marine, both as to regular and irregular lines,
rests entirely on coal.

* The value of oil propulsion we have discovered to be of dominating
advantage as compared to coal. In my experlence this was made plain
as far back as 19 Generally speaking, the operation of sister ships,
one with oil and the other with coal, will show an advantage in t,'im
case of the oil burner amounting in dollars and cents to more than the
total pay roll for officers and men, not the difference between American
and fure?n seale, but offsetting the entire cgﬂ roll of the ship.

:: Mr. Youxe. When did you say you rea eg that conclusion?

Mr. RosseTER. Beginning with experiments as far back as 1800, in
my own operation. Our first experiments were not so successful. We
were the pioneers; but beginning from that time and going up to the
beginning of the war our yearly operating returns showed the benefits
or advantages I have stated, and more.
ex" Mr. ?Tnmnw.u. About what would that represent in percentage of

ense

‘Mr. Rosserer. It is very difficult to give you an intelligent answer
on a point like that, and I will have to explain why.

“ Mr, TREADWAY. You said it represented the pay roll of your vessel?

“ Mr. ROSSETER. Yes, sir,

“ Mr. TrEApWAY. That is not very clear to me, at least, what that
mighﬂ:‘ beRs.ctuull}'. LS

r. ROSSETER. In those days the rolls of large steamships ran
about $2,750 to $3,200 a mon:i o » '

“ Mr. TrEaADWAY. $8,200 a month?

“Mr. ROSSETER. Yes. .

“Mr, TREADWAY. So that would be in the neighborhood of $37,000 or
$88,000 a year?

“Mr. RossETER. Yes, sir; and that was the savi.n% between oil and
coal. 'The contract was based on comparatively cheap oil, as also
cheap coal. Coal prices, as you know, in Great Britain and in
all places except the United States Atlantic ports, have quadrupled
during the g:at three years. Coal at ports In Great Britaln now cost
80s., and it is expected to go to 100s., or in our currency from, say, $20
to $25, whereas pre-war cost was about $7 and $7.50. High cost of
coal at home ports means proportionately hiﬁher costs at forei% sta-
tions along British trade routes. The ecolliers must charge higher
freight to offset this increased cost of bunkers, ag also for the delay in
load and heavier expense of handling the coal. These conditions

0 to make bunker costs a very serious charge for the .ﬁre-wn.r type of
ritish ship to face. As newcomers, we have the disadvantage of
'n}gying more for our ships, but we have the adva.ntafe, which has not
en overlooked, of making them adaptable for oll propulsion, and
having established throughout the world oil-bunkering stations, which
makes us independent of a situation such as we have faced under the
British licensing preferential system.

“Mr TiLsos. Would it not be possible for England to build her new
ships the same way, so that her new ships could burn oil?

“Mr. ROSSETER. Yes, sir; and she is doing that.

“Mr. TiLsoN. But these new ones cost her as much to produce as
they cost us?

“Mr. RosseTrr. Right. And she has no arrangement for oil-bunker-
ing stations along her trade routes, and she has yet to begin where
we began a year ago.

“Mr. TiLsoN. Therefore, so far as her new ships are concerned, we
shall be practically on a parity, in {onr judgment, in the capital cost
of a ship and in the cost of operating. Now, what about the differ-
ence in wagns of the men who man these oil-burning ships run by
England and those run by this country?

r. RosseTER. On the oil burner we do away immediately with
what is known as the hlack squad. We have in the engine room wha
might correctly be designated as junior engineers. They are call
water tenders and oilers, etc., but they are a class of men who are
in course of apprenticeship for engineers, and the black squad is gone,
There is no more shoveling of coal. In the burning of oll, it is like
the turning of the wick in a Iamg. and the black squad is dispensed
with, and thus the engine-room force on cargo ships is reduced by
from 8 to 14 men, while on passenger liners the crew is reduced from
50 to 250 meaq, according to size of the ships.”

The testimony at the hearings conclusively demonstrated that
a great advantage is enjoyed by oil-burning ships over ships
which burn coal.

Mr. Munson, of the Munson Lines, and representing the com-
mittee of the American Steamship Owners’' Association, testi-
fied as follows:

(Pages 1159-1161, part 2, hearings.)

Mr. BricGs. Now, in the operation of these bareboat vessels I want
to ask you which are the ones you make a profit on

Mr. Munson, The larger type.

Mr. Brices. Ranging from where?

Mr. MuxNsox. Well, as T have said, bareboat charters run from 5,000
to 6,000 tons. Those are the only ones.

Mr. Brices. In what service? .

Mr. Muxsox. Running between the United States, Cuba, and Mexico
ports.

Mr. Brigs. In fact, that trade in the Caribbean is rather a valuable
trade generally, is it not?

Mr. Muxsox. It has been for years,

: L-llr. 'RHTIHGB. And in normal times one of the very best fields for trade,
g it not .

Mr, MuxssoN. 1 would not say so, no; I think that in normal times
there are a number of other trades ven;’y much better,

Mr. Briges. But it is a good trade

Mr. MoxsoN. It has been for a long time a very fair trade. There
is a great deal of competition in it to-day of foreign-flag ships, foreign
owners, trying to get into it very actively.

Mr. Briges. In the ships that you are operating, what percentage
of them are oil burners and what Eercentaze are coal burners?

Mr. MuxsoN. Of our own fleet 156 out of 20 ships aré oil burners,

* Mr. Briags. Why do you have so many oil burners?

Mr. MunsoN. Becanse when we started in constrncting the more
modern ships in 1915, seven years ago, my judgment was that that was
a great economy, and that it was a great thing for the consideration
of American labor. The first ship that we turned out as an oil burner
I went into the engine room on her trials myself and saw the differ-
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ence in working conditions and made up my mind that it was going
to be one of the &'reatest factors to get and keep good men in the crew.

Mr, Bri¢cs. What diference was that that you observed?

Mr. MuxsoN. Well, the engine room, the fireroom, was palnted white
and the men were in white suits in that ship, and they continued to
be in white suits and not dirty suits throughout the voyage, and the
working conditions were that the men were strolling around ch&ns‘i.u%
these eil burners every 20 minutes or half an hour, and they did no
have that great physical strain of being before an open fire and draw-
Eng the firc and putting in new fuel, which is the case with the coal

urner,

So that change was adopted as the standard for all the ships we
built from that time on:

Mr. Brioos. You operate considerably fewer men in the fireroom,
too, do {uu not?

Mr. Muxsox. About one-third less.

Mr. Briggs. What number {8 that? What is that in numbers?

Mr. Munso¥. Well, you take a freighter, it means six men,

Alr. BriGes. What does it mean—it meaus a very much higher num-
ber on passenger ghips?

Mr. Muxsox. Very much greater.

Mr. Bricas, T think Mr. Rosseter testified that on some of them
it went up as high as 250.

Mr. MoxsoN, The large trams-Atlantie types, 200 to 250 men.

Mr. Brices. Do fytm get very much more power out of s ton of oil
than you de out of a ton of coal?

Mr. MunsoN. The efficiency is very much greater.

Mr. Briges. What ntage do you estimate that at?

Mr. Muxsos, We figure that the speed on an oil-driven vessel is
about § to 8 per cent better than it is on a coal-fired vessel. We
converted two ghips that we built under the Ameriean flag, coal
Imrnena to oil burners, so we have an actual com son,

Mr. BrieGs, Yon have an aetual comparison of the efficiency?

Mr. Munson. It was 5 to 8 per cent increase,

Mr. Brices. Do you have as much repairs on your boilers with
the oil burner as you de with the coal?

Mr. MoNsoN, No: we don't have ag much repairs with eil.

Mr. Briges. That is a valuable saving, is it not, on the repair item?

Mr; Muxson. Yes, sir.

Mr. Brigas. It ameunts to = substantial sum?

Mr. MuxsoN. The reasen for that is, and one of the reasons for
our adopting oil burning as a standard for our fleet, was that when
you get a steady gwe.ssuru under the heilers instead of a g
pressure dropping 20 or 30 pounds. as you do when you draw fires,
You save the life of the hoilers—increase the life of the boilers.

Mr. Bricas. How much? ;

Mr. Muxsow, Well, we haven't had them leng enough to say yet,
but we flgure it will mean probably 10 er 15 cent longer life.

Mr. Bricas. How do you find the fuel costs, relative costs of the
two. coal and ofl?

Mr. MuxsoN, It varies very much., There are times when it would
bave paid to have gone back fo coal, with the high price of ofl. , To-day
it is about am even proposition. If the price of ofl higher, the
use of coal will be cheaper. [t is running about level now. Whether
{nn buy from the Atlantic ports or whether you bu{ from the Gulf,
he varlation is about the same. Of course, it is less in the Gulf
L R U o oard

y 5 GGS, on basis of oll delivered on
ship as well as coal delivered on board ship?
r. Muxson, Yes, sir.

Mr. Briggs. That includes all those costs?

Mr. Muxsox. Yes, sir.

Mr. Brices. Now, with reference to the uses of your cargo space,
. You save considerable eargo space by the use of oil rather than coal?

Mr, Muxsox. On long voyages, yes. Boats that are going on & 1::5
voyage have to take cargo space for bunkers when they use coal,
on the oil basis it {s not so. We can, however, in the matter of
weight very largely—and there you can figure on the dead t
basis—that you actually get an inerease of one-third of the er
capacity of the boat more on the oil burner than you do on the coal
bur}:er, just because two-thirds as many tons of ofl are consumed as
con

Mr. Bmias. Now, what percentage of the dead-welght capacity of
your ;Mp is utilized usuvally In the earriage of trade, the wgmt{hq

enrry
Mr. Muwson. It depends altogether on the trade.
Mr. BriGes. What

o they range from? Just give some ran
Mr. MuxsoN, In the Carlgbean Sea trade wheng:. boat is with

el.l'?) -
Mr. Brrees (interposing). I am not speaking about dead-weight
eargoes: I am ng about the average cargoes.

Mr. MUNSON. e game thing. The answer will be the same. We
run about 90 per cent eargo an

10 cent for fuel storage.
Mr. Briges. Is that the oil? 2 s

Mr. Muxsox. That is with oil.

Mr. Brices. How would they ron with reference to coal?

‘tMr. u::txsou. About ome-third more; about 13 per cent for fuel,
orige, ete.

Mr. Briges, About 18 per cent more?

Mr. MuxsoN, About 13 per cent total. About 87 per cent 0.

Mr. Brigcs, What are the other serviees that you rnn!eu%hnt is
the relation trans-Atlantic?

Mr. MuxsoN. Well, take the South American trade, the taga
is on the cargo on the boat, about 75 per cent eargo and ZE per cent
for fuel and sterage,

Mr. Brices. That is oil?

Mr. Mouxsox. Yes, gir.

Mr. Bricgs. How about coal. ]

Mr. Muxsox. With coal it will run about 32 or 33 per cent of the
fuel in storage.

Mr. Brigas. Now, in your trans-Atlantie service, do you use any
oil and ecoal on those hoats?

Mr. Muxson. Yea; the trans-Atlantic trade om oil runs abeut 20
per cent and on coal about 28 per cent.
fr. BriGGs. Do you carry in these services enough oil for a rounmd

)4
trip ?
flr. Moxsos. Yes, sir,
Mr. Brigas. You do that right along, do you?
Mr. Muxsoxn. Yes, sir.

Mr. BricGs. You get your supply on this side and carry enough to-

supply yon for the round trip?

fr, MuxsoN. Yes, sir,

Mt. Beiuags. Is that true of the South American trade as well as
trans-Atlantic?

Mr. Mr¥soN. That fs trne on South Amerien and trans-Atlantie.
The only trade that that is not true on is between New York and
Mexico ports, because they can pick up oll at the Mexico end, and
from the Mexieo end they take fuel for the round voyage.

Mr. HArRDY. Do they take coal for the round voyage, too? Do you
take coal for the round voyage, too, er do you coal at each end?

Mr. MUNsON. We coal for the round voyage, because fuel is cheaper
here, unless the boat is going to England, and if she is golng to England
we nsually take on fuel there to bring us home.

Mr. Briaes. To what extent do you fignre the total su?eriorlty of
oil over coal in the efficiency of the ship? To what extent

Mr. MuxsoxN, Just that ﬁewentaga that I have mentioned. If the
price is the same om the oil as on the eoal, taking into consideration
the gaving of the crew, then there is that difference in dead-weight
carrying capacity gnine& by having oil as compared with eoal.

Mr, Brrggs. In the carrying of your cargoes, of course, space is fre-
quently more valuable than dead weight?

Mr. Muxsox. It is on regnlar line service,

Mr. Briggs. That is what I referred to a minute ago by dead-weight
cargo. It is frequently so on line service, that a cargo of certain
commodities may be lighter and more valuoable than others. That is
true; is it not?

Mr. MuxsoNn. Yes, sir. A

Mr. Bricas. In other words, the prices for freight, too, are determined
to some extent, and a very large extent, by the value of the cargo?

Mr. Muxson. Not the value alone, but the space they occupy also,

Mr, Brices. And the space they occupy?

Mr, Muxsox. Yes, sir.

Mr. Briges. And very frequently, therefore, if you have got cargo
that does not weigh so much as coal, for instance—you take & eargo
of cotton, it doesn't consume so much of the dead weight, but it takes
up a whole lot more space.

Mr. Munsox, Yes, sir; and on an ofl-burning boat with cotton you
have a great Jnel'i:e'ntage of cfficiency, or any commodity which is lighter
than the dead weight the vessel can carry. .

Mr. Brrees. And you would find it far more valuable to you than
a ¢oal burner under those circumstances?

Mr. Mu~sox, Yes, sir.

Hr?. Briggs. All those advantages, therefore, are rather substantial
ones

Mr. Munson. Yes.

Mr. H. H. Raymond, president of the American Steamship

Owners” Association, testified as follows:
(Pages 663, 964, and 966, part 18, hearings.)

Mr. Briggs. Are you familiar with the Shipping Board fleet?

Mr. Ra¥Moxp, Inm a eral way.

Mr. BriGgs. Bome of your lines have operated some of their vessels,
have they not?

Mr. Raymoxn. Yes, sir.

Mr. Brigs. Were those vessels oil burners or coal burners?

Mr. RAYMOND. We have operated both.

!gr, BrigGs. Which have you found the most economical in actual
use :

Mr. Ra¥ymMoND. The oil-burning vessels.

Mr. Brices. To what extent?

Mr. RayMoxp. Well, it is hard for me to tell, in the
res, because they buy the fuel and they have

ought to have those
they bave any. All we have domne is to operate
them and give credit for his.

Mr. Bricas. I thought you might have known whether it was about
ml&u cent, 20 per cent, or 30 per cent.

. RAYMOND. No: I do not. :

Mr. Briges. In what service have you operated those vessels?

Mr. RaymoNp. The West Indies service particularly, and some of
them off-shiore—overseas.

E:. B.?xm What price did you pay for oil and what price for coal

on
peli!.r. Raxmonp. We took the oil under Shipping Board contract; they
had their own contracts.

Mr. BriGGs. You took it under those contracts?

Mr. Raymoxp. Yes.

Mr. BriGes. How about the coal; the same way?

Mr. RAYMOND. The same way.

Mr. Briée8. You operated tgon ships with fewer men in the crew,
did you not?

r. RaAYMoNDp. Yes; decidedly.

Mr. Bricas. About how many; six or seven?

Mr. Bricgs, What I am asking fou. Is pot that becaunse yon are en-
fuged in the coastwise service? If the line was only engaged in the

oreign service that would not be true?

Mr. Raymoxp. No; that would not be true. -

Mr, Brigas. In other words, that exaction is not made with reference
to other American lines which are operated in the foreign trade?

Mr. RAYMOND. No; that is right.

Mr. Harpy. Did I understand Mr. Raymond fo say that some of their
ships are operated both in the foreign and coastwise?

Mr. BrioGs. That is o the Clyde Line.

Mr. RAYMOND. We may have & Santo Domingo ship arrive to-day and
she mag go out next week to Galveston.

Mr. Briges. On the so-called Mallory Line?

Mr. RaxmMoND., Yes.

Mr. BriGes. You say she Is in the coastwise service, then, and, the
other way, she is in the fore service?

Mr. HarpY. I want to get that clear, because so many witnesses have
left the impression on my mind that a ship either goes ise or
foreign and never makes the two.

Mr. Raymonp. I think, Judge, to understand that you should dif-
ferentiate between the foreign and what we might term semiforeign.
Of course, we are going foreign in golng te Santo Domingo and the
West Indies; but the f that is suitable for that trade is not sultable
for what is regarded as the trans-Atlantic and Pacific Ocean trade and
the Far East. They are too small.

Mr. Briggs. I think most people have been coneernmed about that.
I do oot think there is any ﬂ'uention about that. There is a substantial
gvantn e; in the use of oll over coal as a fuel, in your epinion, is

ere nof

Mr. RaymMoXD. There is as long as you can get it at a price that is
equivalent to the eoal priee.

Ag fillustrative of how much the value of space in ships
counts, attention is called to the difference in ocean freight

r cents. They
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rates on cotton shipped in high-density bales and in standard
bales.

The rates from the Gulf to United Kingdom ports recently
announced are:

First-class rate high-density cotton, 45 cents,

First-class rate standard bale cotton, 60 cents.

The weight of the standard and the high-density bales does
not vary materially, but the latter are compressed into a very
much smaller compass than the standard bale and therefore
occupy much less space In the ship, thereby permitting more
high-density bales to be stored in the vessel than would be
possible if the cotton was contained in standard bales.

The testimony at the hearings reflected beyond dispute that
the saving in cargo space through the use of oil as fuel, rather
than coal, was very material. To the United Kingdom and
most continental ports sufficient oil for the round-trip voyage
can be carried in the double bottoms of the ships without re-
sort to cargo space. Of course, this is not true with respect
to coal, which requires about one-seventh of the space of the
vessel, which could otherwise be utilized for eargo (p. 547,
hearings).

On June 30, 1921, the report of the United States Shipping
Board—fiscal year ended June 30, 1921, pages 113 to 115—re-
flected the following number of ships of types indicated : :

Active program by types.

1 Total dead
’ Com- | Con- | Num-
Steel. | Wood. | posite. | ‘crete. | Der. “’gﬂf
Cargo...... 1,420

138
19

| ahali

1 No tonnage given on tugs.

FUEL OIL AND TANK ETEAMERS.

“ Fuel oil has become a vital factor in the economical opera-
tion of ships, and in view of the shortage in coal, with attendant
high prices, the steel tank steamer program assumed a position of
primary importance, as the majority of the vessels constructed
for the corporation are either ‘oil’ or ‘oil or coal’ burners.
This program was rapidly nearing completion, as only six
vessels remained to be delivered, and the last of these was esti-
mated for delivery during the month of August, 1921,

“The following fizures show the active steel tank steamer
program by class of construction :

Active steel tank steamer program.

Active program. Delivered. To be delivered.
Dead- Dead- Dead-
Num- Nuom- Num-

weight weight weight

ber. | “tons. | Der- | ‘tons. | Der | “eone
Reqhujﬁomdsteel. ......... 53 | 519,030 53| 519,080 |......ifeiieiienan
Con o e 85 | 844,000 79 | 783,600 6 60, 400
138 [1,363, 030 132 (1,302, 630 6 60, 400

“Of the vessels delivered, 40 per cent of 5,079,720 dead-weight
tons were oil burning, 29 per cent of 3,510,338 dead-weight tons
coal burning, and the remaining 31 per cent of 3,888,453 dead-
weight tons oil or coal burning. Of the vessels to be delivered,
81 per cent of 223,400 were to be equipped as oil or coal burners.
No vessels burning coal only were under construction.”

FUEL OIL,

In the fifth annual report of the United States Shipping
Board, fiscal year ending June 30, 1921, the following statement
occurs:;

The establishment abroad of fuel stations operated to reduce the
price of oil in Europe, and since these stations were established pur-
chases of oll abroad by the board from private concerns since the
middle of April have been negligible.

From the foregoing statement it appears that the obtaining
of fuel oil by the Shipping Board in Europe at a reasonable
price is no longer a matter of any difficulty,

Coxspicuous FeaTuREs oF H. R. 12817 (Owp Numser, H. R. 10644).
TITLE I.

Section 1 amends section 5 of the present merchant marine
act of 1920, which relates to terms and conditions of sale of
Shipping Board vessels.

The proposed amendment seeks to strike out of the present
law the following safeguards contained therein and adopted so
that the fleet will not be absolutely sacrificed at forced sale:

The board in fixing or accepting the sale price of such vessels shall
take into consideration the prevalltn% domestic and forei market
Prlce of, the avallable supply of, and the demand for vessels, existing
reight rates and Fwspects of their maintenance, the cost of construct-
ing vessels of similar types under prevailing conditions, as well as the
cost of the construction or purchase price of the vessels to be sold, and
any other facts or conditions that would influence a prudent, solvent
business man in the gale of similar vessels or property which he is not

forced to sgell.

The nature of the proposed amendment is to give five members
of the Shipping Board authority to sell the ships without ad-
vertisement and without competitive bids.

It further fixes the rate of interest on deferred payments at
4 per cent,

It makes no provision for payment annually of any portion
of the principal of the purchase price, though it would seem
wise to do so, even if the present law has no such provision,
but does state that “ payments of principal shall be so arranged
that the amounts due or paid under the contract of sale as
principal up to any moment of time shall be sufficient to cover
depreciation of the vessel up to such moment.”

What the amount of such depreciation is to be, however, is
not stated. The board, moreover, is given authority to waive
this requirement upon the giving of adequate security.

One of the most important features which the present amend-
ment, however, discards is that portion of the present law which
in the sale of the Government ships requires the board to take
into consideration—
any other facts or conditions that would influence a prudent, solvent
business man in the sale of similar vessels or property which he is not
forced to sell.

The value of such a provision is clearly evident when it is
remembered that the only bids for the fleet which the Shipping
Board was able to obtain as late as last March were of such
character as compelled Chairman Lasker to designate them as
“facetious™ and a * joke.”

Of course, the restraining influence of the quoted provision,
which is sought to be eliminated from the law, would be to
cause the Shipping Board to reject bids which meant simply
giving the fleet away. But if the safeguard referred to is re-
moved from the law it may be reasonably and fairly concluded
that Congress and the people intend that the fleet ghall be sold, .
no matter at what sacrifice, and even if it is to be practically
given away.

Section 2 of the bill adds a provision for a two years’ continu-
ance of trade routes by the Shipping Board, unless sooner sold
to persons of the domestic communities primarily interested in
such lines. This provision, as written and under the definition
of the term “ domestic communities primarily interested in such
lines,” shall be understood to mean * geographical divisions of
the coast lines,” will permit any steamship company or organi-
zation along any part of a coast line, such as the Gulf of Mexico,
the South Atlantic or North Atlantic or the Pacific coast, to
take over the fleets and trade routes now operating from the
various ports, and would permit such steamship company or
companies fo abandon all except one port on each of those
coasts, if it desired to do so.

Subdivision (b) of the same section does not prevent this,
although it indicates and expresses a policy of hope that trade
routes established will be preserved.

The Gulf coast organizations, as well as the Mississippi Val-

ley Association and Merchant Marine Committee of the Central

West, advocated a five-year continuance of such trade routes,
with preference right of the ports from which operated to pur-
chase such vessels, and intended the term “ domestic communi-
ties” to be so understood. This definition, however, has bheen
so expanded as to practically destroy any preference right dur-
ing even the two-year period to the ports to acquire the trade
routes now operating from them,

Section 3 proposes to amend section 11 of the merchant
marine act of 1920 by broadening the sources from which the
$125,000,000 revolving construction loan fund is to be obtained.
The old law indicated receipts from sales and operations, the
new law, “ all receipts of the board, except appropriations made
by law and profits of the board from operation of vessels.”

The old law is further amended by making the fund not
only available for construction of vessels but for equipment
both with respect to vessels to be constructed ag well as those
already built, such equipment relating to the most efficient and
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most economical machinery and commercial appliances. The
old law allowed no portion of the fund to be used for equipment.

Another proposed amendment is a limitation of 15 years
upon such loans, but the interest rate is made 2 per cent. The
old law fixed no limitation of the loan period, nor any interest
rate; but this, of course, left the interest rate to be exacted at
the usual current rates. No provision is made for repayment of
any part of the principal before the end of the 15-year period.

The reduction which is thereby obtained in interest alone is
of the greatest advantage, especially so when Mr, Munson, rep-
resenting the committee of the American Steamship Owners’
Association, testified that the rate for such purpose now was
from T to 74 per cent and under normal conditions from 53 to 6
per cent,

The amount of loans for equipment purposes is allowed to be
tyvro-thirds of the cost of the equipment or two-thirds of the
value of the vessel when thus reequipped. It is to be noted that
the utmost difficulty in determining such value will not only
be encountered, but this provision gives the Shipping Board the
widest authority for advancing far more money even than the
sale price of a vessel.

In other words, it was testified at the hearings by Chairman
Lasker that some of the Shipping Board vessels were recently
sold at $8 a dead-weight ton for conversion purposes into Diesel-
engine types.

Congressman Epumoxps stated at the hearing that the cost of
such conversion would be about $65 a dead-weight ton. My,
Merrill, director of research of the Shipping Board and a naval
architect and engineer, also testified that the conversion costs
would be extremely high and approximated the amount named
by Mr. Epyoxps.

There is nothing to indicate what the world market prices of
such vessel or vessels after conversion or equipment would be,
but if trade conditions do not materially improve soon it is
easily appreciated that the Shipping Board can under this pro-
posed law advance more money for the conversion or equipment
of vessels already built than could be obtained for such vessels
after the equipment was completed.

The provision for loans being two-thirds of the cost of the
vessel for construetion purposes is substantially the provision of
the present law.

TIiTLE [I—TAXATION.
SECTION 201.

This section is one involving amendment of section 23 of the
present merchant marine act of 1920; but it also includes very
much more, and amends the provisions of the revenue act of
1921 by adding new sections, beginning with section 265.
Under the present law, as contained in section 23 of the mer-
chant marine act of 1920, the only tax deduction allowed for
the purpose of ascertaining net income is that income subject
to the war-profits and excess-profits taxes.

As the war-profits and excess-profits taxes, however, were
repealed by this Congress, all advantages which could have
been gained under section 23 of the act of 1920 have already
heen enjoyed to the fullest degree,

It is now proposed by this new section to allow deductions
in computing net income to an amount equivalent to the gross
income in the foreign trade derived from the operation of ves-
sels so engaged under the American flag, provided—

1. That the amount of income tax thereby allowed to be
deducted shall—

(a) Be invested in building, in private shipyards in the
United States, new vessels of a type and kind approved by the
hoard; or

(b) Such amount be set aside by the taxpayer in a trust
fund for investment in such building within a reasonable time,
to be determined by the Shipping Board.

(¢) The owner is required to furnish 50 per cent of the cost
of the vessel in order to obtain the benefit of such tax dedue-
tion.

This last provision reduces the amount of the taxpayer’s con-
tribution for shipbuilding from two-thirds of cost of the ves-
sel, as now provided by law.

Subdivision (e) of this section also provides allowance to
a taxpayer, other than a corporation, shall not exceed the
allowance to a taxpayer which is a corporation. It is also to
be observed that this tax deduction is for a period which is
retroactive to January 1, 1921, and continues for each of the
eight taxable years following.

The purpose of making this provision retroactive is clearly
no other than to enable shipowners who have already paid ex-
cess-profits taxes and war-profits taxes since January 1, 1921,
to also obtain a refund of such excess-profits and war-profits
taxes, if such return is invested in new ship construction,

265 and 266).”

SECTION 286,

This is the provision which amplifies the present law as con-
tained in the second paragraph of section 23 of the act of 1920
and relates to exemption or deduction of the taxable gain
derived from the sale, in taxable year 1921 and eight years
thereafter launched—present law uses word “ built”"—of any
vessel prior to January 1, 1914, which at the time of the
eniactment of the proposed measure was registered, enrolled,
or licensed under the laws of the United States.

This section requires the entire proceeds of the sale to be in-
vested by the taxpayer in the building in private shipyards in
the United States of new vessels of a type and kind to be ap-
proved by the board to be registered under the laws of the
United States (as now required by section 23), or to be put in
a trust fund for investment for such owner within a-reason-
able time, to be determined hy the board.

This section further amends the present law by granting
tax exemption for any portion of such proceeds, less than the
eintire amount, which may be invested in new ship construc-
tion,

The section further amends the existing law by providing
that * where a vessel is exchanged for property, or for money
and property, the transactions shall for the purposes of this
section be deemed to be a sale,” and so forth. The full extent
and meaning of this section is by no means clear. No testi-
mony was given at the hearings with respect to it, because it
wis not incorporated in the original bill introduced. It is
probable that this new addition to the law would enable many
deductions to be obtained which ought not to be obtained and
which would not represent any real investment in new ship
construction or any improved types of converted ships.

SECTION 267.

This section deals with the investment trust fund and pro-
vides that the interest obtained upon such fund shall belong
to such fund, -

SECTION 268.

This is a section which has heretofore been referred to, and
provides that a taxpayer who establishes a trust fund for in-
vestment may be allowed to furnish a bond with security “ for
an amount not less than the estimated income, war-profits and
excess-profits taxes that would have been payable but for the
deduction claimed under those sections (referring to secs,
Clearly, it means nothing else, of course, than
a refund of the excess and war profits as well as income taxes
from January 1, 1921, provided they are used for ship-construec-
tion purposes or put in a trust fund for a similar purpose,

BECTION 289.

This section also deals with the investment of the trunst
fund and provjdes that any loan made by the board under the
provisions of section 11 of the act of 1920 shall not be regarded
as part of such fund created by the taxpayer.

SECTION 270.

This provides that sections 265 and 266 are retroactive to

January 1, 1921,
SECTION 271.

Grants the benefits of sections 265 and 266 to the members

of a partnership and the beneficiaries of an estate or trust.
SECTION 202,

This section amends the revenue act of 1921 by making ap-
propriate changes in numbers of sections indicated in the pro-
posed subsidy measure,

DEPRECIATION OF VESBELS.
BECTION 203,

This is a new section and a proposed new provision of law
granting to American shipowners-of vessels of 1,000 gross tons
or more registered, enrolled, or licensed under the laws of the
United States (does not indicate when, and therefore is avail-
able up to the time of the passage of this act), which vessels
were acquired after August 1, 1914, and prior to January 1,
1921, a reasonable deduction for the taxable year 1922 and
each of the four succeeding taxable years, for the exceptional
decrease in value thereof since the date of acquisition. Such
deduction to be determined under rules and regulations pre-
seribed by the Shipping Board. No investment requirement is
made and taxes returned may be used for any purpose.

This section, it is also stated, shall take effect as of Janu-
ary 1, 1922,

This is one of the most important provisions in the bill. and
is unquestionably designed to enable the American shipowners
to write down the capital cost or book values of all vessels
acquired after August 1, 1914, up to January 1, 1921, for a
period of five years, so that such owners may enjoy the benefit
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of a tax deduction or exemption of a most unusual and valu-
able character, and which will enable such owners fo.write
down the book values of vessels built at war costs or high
costs after the war to prevailing world-market rates during
the five-year period, with a range from $225 a ton to $25 a
ton or less, withount charging against such owners any portion
of the enormous returns earned by them during such period
from the fabulous freight rates paid.

At the hearings it was frankly admitted by the representa-
tives of the steamship owners® association, suech as Mr. Munson,
Mr. Marvin, Mr. Raymond, and Mr. Thompson, that the profits
during and for a year and a half, at least, after the war closed
were enormous, and that it was the custom and practice of the
shipowners to write down capital costs or beok values of their
ships in’ accordance with the extraordinary and unusual profits
received, but that this had not been done because under the
bookkeeping systemn and requirements of the income-tax bureau
only the small amount of depreciation provided for could be
written off. The result was, as testified, that the enormous
net earnings were either declared in dividends or reinvested or
earried to surplus.

It is now propesed, therefore, to grant a bounty to such
shipowners of a most startling sum in order to write down the
so-called capital cost of ships acquired by them since: Janu-
ary 1, 1914, when the testimony refleets that many of sueh
steamship companies earned during such: period far more than
the total eost of their investment, In fact, one concern earned
move than 600 per cent upon its capital in one year, while
another earned over 250 per cent in a similar period.

If eapital costs are to be allowed to be written down by tax
deduetions which must be paid eut of the Treasury, or by with-
holding money from the Treasury which would otherwise be
received there, then surely those whe have already enjoyed,
through their enormous earnings, the benefit of already having
entirely or in part written off the capital costs of fheir ships
should not be granted any further gratuity or benefit for such

purpose.
REDUCTION IN CAPITAL COSTS.

(Pages 1136-113T, part 20, heavings.)

Mr. Bricas. And you know the DIl provides, of course—has pro-
vislons providing for the reduetion in investment costs, do yoa not¥

Mr. THoupson. Yes, sir. That is the book costs.

Mr. Bricas. Yes.

Mr. THOMPSON. Yes.

Mr. Brrces. Brmging' them down to what might be called the world
market prices, as: ed tor by ane of the witnesses here,

Mr. oMPSON. Yes.

Mr. Bricgs. That would be m very substantial provision to your com-
pmny;1 :;r quet!m- company that fell under the provisions of this bill,
would it not?

Mr. THOMPSON. If we earned money enough.
relief in taxes; is not that the way it is going tor work out?

Mr. Brices. That is what I am talking about. Iy not that a sub-
stantial relief? ¥ v

Mr. THompsox. Yes. It is going to be of material benefit if we
earn & lot of money; it means we will have to pay less taxes; but if
we do not earn a lot of money it will not mean much.

Mr. Brices. Money that does not go into the Treasury of the United
States means real meney to a company that has that privilege, does
it not?

Mr. THOoMPSON. If you have taxes to pay, yes; that is true. But
gome of them won't have any taxes to pay.

Mr. Brices. That may be, too, :

Mr, THOMPSON. Over a period of time, assuming reasonable pros-
perity, that will be of some advantage.

Mr. Bnm{ls_ia. gal!nnd t’i:eis égten%ed to. be, by reducing those investment
costs and brin m down?

Mr. Tnourson.geertnmlf: otherwige it would not be in the bill

Mr. BmigGs. Certainly. It is intended to bring down the capital

s,
mMr. TaoMmPsoN. That is as T understand it.

Mr. Briccs, {,t trm?bﬂng down your capital costs, which you have
averaged so high here

Mr. Tnonpso:l.ld Yes, sir.

Mr. Brigas, it is a fact, of ccurse, that the exemption from
taxes in any form is like a return of the same taxes from the Treasury
if you had already paid them in.

{!r. THOMPSON. t is true.

Upon the failure of American-owned steamship companies to
write down book values in spite of large earnings, Mr. Thomp-
son, of the Texas Steamship Co., representing all tanker and
jndustrial company tonnage, testified as follows:

(Pages 1135-1136, part 20, hearings.)

Mt. Briags. But you do not know what effect even the passage of
the bill would have on the market for tonnage?

Mr. THOMPSON., On tanker tonnage?

Mr, BRIGGs. Yes; in view of your statement that the tanker tonnage
market is already oversupplied.

Mr. Tromeson. It is oversupplied.

Mr, Brigas. There is a great excess, of several million tons?

Mr. THOMPSON. Yes, sir.

Mr. Bﬁm&:& In yo?ir capital msgs—you ivts;flre f‘ge;riug to trllltm a

h Ag0—7¥0 0 not ca those ca 0! or your ships at

{E:tgj:h nf'hées yos;l :nmod a morn’;znt ago, at‘l $175 to 8185 :{0 dead-wle)ia‘ht
ton, do _Yyou

M iroarpsox. I said they would average up to $185 a dead-weight
ton of mew tomnage.

I take it that is a |

Mr. Brices. You are not carrying these high prices on your books?

Mr. THOMPSON. Yes, sir.

Mr. Brices. You have not marked them down to the world market
price, to what tanker tonnage can be obtained for now?

Mr. THOMPSON. No.

Mr. Briges. You are carrying them at the old costs?

Mr. THOMPSON. Yes: allowing usual depreciation which is allowed
by the Internal Revenue Department.

. - L * - & Tis

Mr. Baigas. Did they Issne stock dividends—your company—in the
last two or t or four years?

Mr, THoMPsoN. We jssued a stock dividend of 10 per cemt. Just
what year it was I do not recall.

Mr. Briges. About when was it?

Mr. THompsoN. In March, 1921,

Mr. Brices. Is that the only one?

Mr. THouMPSON. Yes, sir. 2

Mr. Bricas, On what capitalization was that, Mr. Thompson?

My, TrompsoN. Well, at that time I r ¢ think it was on a
capitalization of $130,000,000, but I would rather submit that to you
if you want it. '

r. Bricas. Oh, I have no objection. If you want to correct the
figures and make them aceurate, I have no objection at all.

Mr. THOMPSON. Yes; because I am not quite sure what the capitali-
zation was.

Mr. Briges. Did dyou have any dividends declared at that time other
than stock dividends—during that period?

Mr. THoMPSON. Well, we have paid—within the last few years we
have paid 12 per cent dividends.

Mr. Brices. Ammually?

Mr. THoMPSON. Yes; within the last few years.
wll\ar. Bm;;(;s. What do you mean; from what date on; take it from

, say

Mr. THOMPSoN. My recollection is that in 1914 we were probably on
a 10 per cent basis but earning more than that, and we finally put
ggrselves c;n a 12 per cent basis. However, in 1921 we did not earn

r cent. g
r. 1I?.I-mq':s. Had you been carrying some te surplus during this

Mr. THoMPsOX. We had.

Mr. Bricgs. About what would that average with reference to your
capitalization ?

Ir. THoMPsoN. Well, our surplus is now—I guess It is about 50
per cent of our capital. 4

Mr. BrioGs. So that in order to make uil:r some of this full 12 per
cent you are resorting to some of your surplus for that purpose?

Mr. THOMPSON, Yes, sir.

Mr. Bmiges. At the t time?

Mr. THOMPSON. Well, that is not quite aceurate, because a part of
our loss in 1921 was due to the depreciatiom Im values in rolenm

produets fromx 1920. Petroleum products were high in 1920, and the
gradoally went down. In 1921 tgney had depreciated materially. 4
Mr. Bricas. How much, agproximate ?
Mr. THoMPSON, Oh, I think with us it was about ten
Mr. Brices. About 10 per cemt—8 or 10 per cent?
close enough ; I do not care to have it any closer.
Mr. THOMPSON. Yes; something like that.
. BrigGs, ITas it gone up since 19217
. TrOMPSON. No.
. Briaes. It has just kept about the same?
. THOMPSON. About the same.
Mr. Brices. None of this 12 per cent, them, of dividend paid was
out of any of the surplus?
Mr. THOMPSON. No; our surplus remained about the same.

Mr. Frank C. Munson, of the Munson Steamship Co:, who also
represented the committee of the American Steamship Owners’
Association, testified: that his company, in spite of the enor-
mously high operating profits made during the war and for
some time thereafter—that high construetion costs of vessels
built during such period were not written down, although the
custom is to do so whenever large profits are made. It appears
the bookieeping proposition in following income-tax regula-
tions, however, resulted only in a eomparatively small depre-
ciation charge being made and the large profits which were nof
declared in dividends being earried to surplus. (Hearings, p.

1153.) .
{Extract from testimony on page 1153, hearings.)

‘Mr. Briggs. Certainly: he can put in beth. This ealls to mind an-
other proposition I want to ask about. In the capital cost, which refers
toinvestment cost largely, practically, how are your s carried—the
one you own? Has the book value zeen written down to werld-market
prices or not?

Alr. MoxsoN. No.

Mr, BrigGs. Are you still carrying them at the book values?

Mr, Muxsox. You see, the Treasury Department vaides we can only
depreciate them 5 per cent per annum, and in ealculating our Ilpcome
tax we have only been able to depreciate that amount.

Mpr. Briggs. That is under the allowance by the inceme-tax bureau-—
the Government? .

Mr, MoxsoN. Yes.

Mr. Brigas. I mean. so far as the years are eoncerned. Sup you
had an mmsunllg good year—say the years of the war, 1918, 1919, the
early part of 1920, when rates were, as has been testified by everybody
bere, enormously high -

Mr. Muxson, Yes,

Mr. BrIces. T%a.t ig perfectly true?

. Yes.

million.
Well, that is

2 wore earned at that
psually and erdinarily eome out of the net em?m and go toward
the writing off of a large part of the capital costs, or, perhaps, all of
them, if they were sufficient?
Mr. Munsox, If we had no restriction from the Treasury Department
we- would have written off a larger amount. but we did not write off a
larger amount because of that restriction. We couldn't carry a different

value on our books.

Mr. Briges. I understand. That involves a at deal of bookkesp-
ing. If yon couldn’t write it off you had to do something with the
money, and it either went into surplus or something else.

Mr. Mexsow, It went into surplus.
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Mr, Brigas. So the representation is here, though the books ma
have it in a certain form. The process that would have been ene:lé:uo_\'
except for the accounting system, would have been to have applied those
surplus earnings In the reduction of the capital cost?

Mr. Muxsox., Yes.

Mr. BrigGs. One gentleman testified here that ome ship
paid for itself in a year—I think it was $75,000—and they
off the whole capital cost in one year.

Mr. MussoN. Yes,

Mr. BrigGs. That is the practice, isn't it?

Mr. MuxsoN. That is the practice in normal times, when we do not
have the Income tax we have now.

On custom of writing down capital cost out of large earnings,
Mr. Love, vice president of the Emergency Fleet Corporation,
testified that it was-customary, such testimony being as follows:

(Pages 850 and 851, part 16, hearings.)

Mr, Briggs, How does the foreign line compare with that? Is that
the same thing with reference to a foreign line and an American line
privately owned?

Mr. Love. Some of them write off more than 5

Mr, BricGs. The amount of depreciation varies

Mr. Love. It does, sir.

Mr. Bricgs. To what extent; just give the levels?
thM.r. Love. Possibly from 15 per cent down to nothing, according to

e year.

Mr. Bricas, Just what do you mean by that?

Mr. Love, If they have had a good year, they will write off a larger
¢ttnount nl'hdeprefiat[ou; if they have had a poor year, they won't write
off 0o much.

Mr. Briggs. In other words, if the profits are big they write off de-
preciation not only for the one year but sufficient to cover the extent
of the surplus profits they have made?

Mr. Love. It might be.

Mr, Bricas. In other words, i} they have made 100 per cent net they
might be able to write off the whole capital cost in the one year?

Mr. Love. It might be; it is possible.

Mr. Bmiges. Is that customary?

Mr. Love, Not to that extent.

Mr. Brices. Is it enstomary when you make big earnings to write
off the capital costs—to write them down in a very large measure?

Mr. Love. Yes, sir.

Mr. BricGs. That is customary in all well-established shipping lines?

Mr. Lovik. Yes; 1 have seen companies that had a ship that cost
$75.000 write off the ship, write it right off to the dollar.

Mr. Bricgs. Out of the profits they had made?

Mr. LovE. Yes; the first year, to write it right straight off.

Mr. BricGs I say that is customary whether It is an American pri-
vately owned line or a foreign-owned line, is it?

Mr. Love. Yes, sir.

Mr. Rossbottom, of the Panama Railroad Co. steamship line,
now temporarily with the Shipping Board, also testified to the
sume effect:

ractically
ust wrote

fer cent depreciation.

(Page 380, part 6, hearings.)

Mr. Briges. I want to ask you a question as to depreciation, too, as
an element of cost. Do you carry on the books the actual value of the

ships, or the cost value of the ships, in figuring depreciation? In
other words, take the Shipping Board fleet to-day, ships costing $200
a ton to construct, and which it is stated now would probably have

a market value of $30 a ton dead weight; on which basis would they
be carried?

Mr. RosssorTOoM. I do mot know.

Mr, BricGs. On which basis would they be earried on the books?

Mr. RossporToM. I do not know just how the Shipping Board does
carry depreciation.

Mr. Brices, But, as a ship operator, how would you carry it?

Mr. RossBoTTOM. As a ship o?erator. if T had bought a ship for $150
a ton and had a capital expenditure of a certain amount, and I found
out I had bought the ship at too high a price, I
capital expenditure; I would charge off to
amount of the capital cost and then base the
value of the ship.
Mr. BrigGs. In other words, you would c;;ry the ship along at actual

wounld reduce the
Eroﬂt and loss a certain
epreciation on the actual

value, constantly, whether it rises or fal
Mr. RosspoTTOM. Yes.
Mr. Brigas. Is that it?
Mr. RosSSBOTTOM. Yes,
Mr. Briges, In figuring off degreciat‘lon on capital investment?
Mr. RosssorToM. That is right.

Mr. Merrill, for the Shipping Board, also testified on the sub-
ject of custom of writing down capital costs of ships out of
excess profits, as follows:

(Pages 514 and 515, part 9, hearings.)

Mr. BriGes. Now, Mr. Merrill, did not the ships during the period
of these high rates to which you referred a while ago earn enormous
returns in freights directly after the armistice and on up till January,
we will say, 19207

Mr. MERRILL. I think they did; yes, sir.

Mr. BrigGs, Is not your familiarity with the subject such that you
are able to state they did? If you don’t know, of course, just say so.

Mr. MeeriLL. I don’t know, ahsolutetf 8ir, because—the reason I

ualify the statement is that I can test fy clearly and fully that the
?re!ght rates were very, very high.

Mr. Brigs. Extremely high.

Mr. MERRILL. Extremely high, but at the same time costs were very
high, too.

Kmr. Brigcs. Were not the net returns extremely high, too?

Mr. MERILL. I am not in a position to testify that.

Mr. BricGs. Didn't some ships earn as much as a quarter of a million
dollars on a single voyage?

Mr. MeBriLL. I should not be surprised if they did.

Mr. Briggs. And some even in excess of that sum, up to nearly
500,000 7
$ Mr. MErriLn. I know, of course, there were very large earnings made
during the war, or even before we got into it.

Mr, Briges, 1 am talking about after the war, when the war ended,
or the armistice was signed.

Mr. MERRILL. I don’ ow so much about that.

Mr. BriGGs. Wherever these large earnings were made at any time, do
they tend to reduce the capital costs in any way—are they regarded as
do! so—over and above the estimated return that the investment
should reasonably pay? In other words, if a ship earns enough in one
year to about halfway or fully pay for itself, is that estimated in the
reduction of the capital costs on the books?

i Li[é MERRILL, I assume that is a matter for the particular owners to
ecide.
3 .Lr[l?' BriGes. It could not be regarded necessarily as such a reduc-

0

Mr, MERRILL, They may and should write it off.

Mr. Marvin, after stating that Mr. Thompson would testify
for “that entire group of shipowners” affected by old section
701 (f), relating to cash subsidy—private operators for their
own benefit, like Standard Oil and Steel Trust—was asked,
“Do you feel that with the resources of these great organiza-
tions that they will really need a subsidy to succeed and carry
on the operations of their lines,” and answered, “ I know so far
as their ships are concernmed they do.” (Page 1051, part 19,
hearings.) Yet Mr. Thompson testified (page 1135, part 20,
hearings) :

Mr. BriGGs. I mean the cost of operating the vessels, generally,
just like the cost of operating the plants on shore, they are all car-
rled as part of the cost of operating the company ?

Mr. TrHoMPSON. That is true,

Mr. BricGs. And they are figured in as part of the ultimate costs

in the disposition of your product, are they not?
Mr. TuHoMPSON., Well, ygs.

SECTION 204,

This section adds a new section to the revenue act of 1921,
and replaces section 301 of the original subsidy bill.

It grants a tax rebate of 5 per cent of the amount of
freight money paid by the taxpayer for the tramsportation of
cargo in the foreign trade which moves in a vessel under the
United States flag.

It also provides that where a vessel is chartered by the
owner of any part of the cargo from a person not affiliated
with such owner the amount of freight money paid by the
charterer shall be such amount as is determined by the Ship-
ping Board.

It is also provided, subdivision (b), that “ the eredit provided
in this section shall not be allowed with reference to transac-
tions between persons who are affiliated.,”” This is ostensibly
to deny the benefit of this provision to large concerns having
enormous subsidiaries or interlocking companies, such as the
Standard Oil Co.; but the value of the provision just quoted is
destroyed by the further provision that for the purposes of this
section two or more corporations or associations shall be held
to be affiliated if one corporation or association owns or con-
trols more than 50 per cent of the outstanding stock or interest
in the other.

Of course, it is generally known that many of the great com-
bines and trusts are so welded together that frequently less
than 50 per cent of the stock of a subsidiary company is held
by the parent company, but the control over the subsidiary is just
as complete and effective, through understandings of a mutually
satisfactory character, as if the parent company owned all of
the stock of the subsidiary. It is therefore believed that this
provision will not in any way interfere with the Standard 0il
Co. or any of its subsidiaries, the Steel Corporation, or others
operating large fleets for their own benefit, enjoying the ad-
vantage of this tax rebate.

This provision is the one which is intended to replace section
301 of the original bill, and also section 34 of the present act
of 1920. :

The mere fact that an affiliated company may not own 50
per cent or more of the stock of another company does not in
the least determine the question of actual domination or con-
trol or identity of interest.

Even the ownership of 30 or 40 per cent, or less, of the stock
of another company may give the owning company control of
the other corporation. That this is not a fanciful or extrava-
gant assertion is borne out by the findings of the Federal Trade
Commission in the recent investigation of the Wyoming pe-
troleum industry, wherein the commission expressly states:

During the past year, 1